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NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 
1959 


TUESDAY, APRIL 5, 1960 
U.S. Senate, 


CoMMITTEE ON INTERSTATE AND ForEIGN CoMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D.C. 

The subcommittee was called to order at 10:20 a.m. in room 5110, 
New Senate Office Building, Hon. Strom Thurmond presiding. 

Senator Tuurmonp. The committee will be in order. 

This morning the committee will take up consideration of S. 2560, 
a bill to create the National Capital Airports Corporation to provide 
for the operation of the federally owned civil airports in the District 
of Columbia or its vicinity by the Corporation, and for other purposes. 

The bill was introduced by Senator Magnuson on August 18, 1959, 
at the request of the Administrator of the Federal Aviation Agency. 
The bill would create a wholly owned Government corporation subject 
to the direction of the Administrator of the Federal Aviation Agency 
to operate the Washington National Airport, the Dulles International 
Airport under construction at Chantilly, Va., and any other civil 
airports which the Federal Government may hereafter operate in the 
District of Columbia or its vicinity. The bill would give to the Cor- 
poration all the powers and authority necessary to discharge its 
responsibilities, including permanent authority to finance its operation 
with receipts derived from airport activities. 

The committee notes that at the present time the only federally 
owned civil airport in the vicinity of the District of Columbia, the 
Washington National Airport, is operated as a unit of the Federal 
Aviation Agency and is financed through the regular budgetary and 
appropriation processes of the Congress. 

On February 12, 1960, Hon. E. R. Quesada, Administrator of the 
Federal Aviation Agency, advised us that, with the approach of the 
completion of the Dulles International Airport, it is essential that 
an organizational framework suitable to commercial-type operations 
be provided for both it and the Washington National Airport as soon 
as possible. 

We have noted that the Administrator has told us that this pro- 
posed legislation will facilitate the efficiency of airport operations 
and will permit swift action to correct conditions where the safety 
or convenience of the public is involved. Accordingly, we are for- 
tunate to have with us this morning the Deputy Administrator, Mr. 
James T. Pyle, who will present the case for the Agency. We will 
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also hear from the Comptroller General who opposes this proposed 
legislation, as well as from the Air Transport Association, which has 
requested the opportunity to be heard on it. 

Before hearing from Mr. Pyle, I would like to place in the record 
a copy of the bill, together with the letters of General Quesada trans- 
mitting the legislation and requesting the hearings thereon. 

Without objection these will be placed in the record. 

(The bill follows :) 

[S. 2560, 86th Cong., 1st sess.] 

A BILL To create the National Capital Airports Corporation, to provide for operation of 


the federally owned ‘civil airports in the District of Columbia or its vicinity by the 
Corporation, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “National 
Capital Airports Corporation Act of 1959.” 

Sec. 2. There is hereby created as an agency and instrumentality of the 
United States, subject to the direction of the Administrator, Federal Aviation 
Agency (hereinafter, Administrator’), a body corporate to be known as the 
National Capital Airports Corporation (hereinafter, “Corporation”’). The Cor- 
poration shall operate the Washington National Airport and such other federally 
owned civil airports in the District of Columbia or its vicinity as may be trans- 
ferred to the Corporation under this Act. 

Sec. 3. The Corporation shall have perpetual succession unless sooner dis- 
solved by Act of Congress. 

Sec. 4. The Corporation shall have its principal offices in the District of Co- 
lumbia or its vicinity, and at such other places as the Administrator may pre- 
seribe, and shall be deemed, for purposes of venue in civil actions, to be a resi- 
dent of each of the jurisdictions in which such offices have béen established. 

Sec. 5. In the exercise and performance of its powers and duties under this 
Act, including the determination of rates and charges for use and services, the 
Corporation shall consider, among other things, that it is in the public interest 
to operate any airport transferred to it by or under this Act on a self-sustaining 
business enterprise basis. 

Sec. 6. To carry out the specific powers herein authorized, the Corporation 
shall have the following general powers: 

(1) To adopt, alter, and use a corporate seal ; 

(2) To adopt, amend, and repeal bylaws, rules, and regulations governing 
the conduct of its business and the performance of the powers and duties granted 
to or imposed upon it by law; 

(3) To sue and be sued in its corporate name; 

(4) To have, in the payment of debts out of bankrupt, insolvent, or decedent's 
estates, the priority of the United States; 

(5) To acquire, by purchase, lease, condemnation, or in any other lawful 
manner, any property, real, personal, or mixed, tangible or intangible, or any 
interest therein; to hold, maintain, use, and operate the same; to provide services 
in connection therewith, and to charge therefor; and to sell, lease, or otherwise 
dispose of the same at such time, in such manner, and to the extent deemed 
necessary or appropriate by the Administrator for the conduct of its business 
and to carry out the purposes of the Corporation: Provided, That the authority 
herein granted shall not include authority for the acquisition of office space in 
buildings for use by the Corporation, suitable accommodations for which shall 
be provided by the Administrator of General Services: And provided further, 
That, except for airport and airway property and technical equipment used for 
special purposes of the Corporation, such disposition shall be made in accordance 
with the Federal Property and Administrative Service Act of 1949, as amended 

(63 Stat. 377: 40 U.S.C. 471). Proceedings for condemnation shall be instituted 
pursuant to the provisions of the Act approved August 1, 1888, as amended (25 
Stat. 357; 40 U.S.C. 257), and the Act approved June 25, 1948 (62 Stat. 869; 28 
U.S.C. 1403). The Act approved February 26, 1931, as amended (46 Stat. 1421; 
40 U.S.C. 258a), shall be applicable to any such proceeding. All real property 
acquired under this Act shall be subject to the provisions of section 355 of the 
Revised Statutes, as amended (40 U.S.C. 255). However, nothing in this Act 
shall modify, alter, or terminate existing agreements between the United States 
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and the Commonwealth of Virginia made pursuant to section 107 of the Act 
approved October 31, 1945 (59 Stat. 553; D.C. Code, sec. 1-101) ; 

(6) To construct, operate, and maintain, buildings, facilities, and other im- 
provements, including access roads, as may be required to meet the needs of the 
Corporation, and to charge for the use of the foregoing ; 

(7) To accept gifts or donations of services, or of property, real, personal, or 
mixed, tangible or intangible, in aid of any of the purposes herein authorized ; 

(8) To enter into and perform such contracts, leases, cooperative agreements, 
or other transactions as may be necessary in the conduct of its business and 
on such terms as it may deem appropriate, with any agency or instrumentality 
of the United States, or with any State, District, Territory, or possession, or 
with any political subdivision thereof, or with any person, firm, association, or 
corporation ; 

(9) To appoint, in accordance with the civil-service and classification laws, 
such officers, attorneys, agents, and employees, to vest them with such powers 
and duties, and to pay such compensation to them for their services, as may be 
required by law; and to employ experts and consultants or organizations thereof, 
as authorized by section 14 of the Act of August 2, 1946 (60 Stat. 809; 5 U.S.C. 
5da), at rates not to exceed $100 per diem for individuals, and for not to exceed 
100 days within the calendar year in the case of any individual ; 

(10) To determine the character of and the necessity for its obligations and 
expenditures, and the manner in which they shall be incurred, allowed, and paid, 
subject to the provisions of this Act and other provisions of law specifically 
applicable to Government corporations ; 

(11) To execute, in accordance with its bylaws, rules, or regulations all 
instruments necessary or appropriate in the exercise of any of its powers; 

(12) To settle and adjust claims held by it against other persons or parties 
and by other persons or parties against the Corporation ; 

(13) To take such action as may be necessary or appropriate to carry out 
the powers herein or hereafter specifically conferred upon it. 

Sec. 7. The Corporation shall have and may exercise such specific powers, 
in addition to those elsewhere conferred in this Act as may be deemed necessary 
to protect, operate, improve, and maintain its airports and other properties, and 
appurtenances thereto, as business enterprises and public service facilities: 
Provided, That the Corporation shall undertake no new types of activities not in- 
eluded in the annual budget program prescribed by section 102 of the Govern- 
ment Corporation Control Act of 1945, as amended (59 Stat. 598; 31 U.S.C. 847). 

Sec. 8 (a) The management of the Corporation shall be vested in a General 
Manager (hereinafter, “Manager’’) who, subject to the civil-service laws, shall 
be appointed by and shall be subject to the direction of the Administrator. 
The Administrator is authorized to fix the compensation of the Manager at a 
rate not to exceed $19,500 per annum. 

(b) Subject to the standards and procedures of section 505 of the Classifica- 
tion Act of 1949, as amended (63 Stat. 959; 5 U.S.C. 1111), the Administrator 
is authorized to place not to exceed five positions in grades 16, 17, and 18 of the 
General Schedule established by such Act. Such positions shall be in addition 
to (1) the number of positions authorized to be placed in such grades by said 
section 505, and (2) the number of positions authorized by section 302(j) of 
the Federal Aviation Act of 1958 (72 Stat. 747). 

(ce) There is hereby established the Advisory Board of the National Capital 
Airports Corporation which shall be composed of five members appointed by 
the Administrator without regard to the civil service laws and who shall con- 
tinue in office as designated by the Administrator at the time of appointment 
through the last day of the first, second, third, fourth, and fifth calendar years, 
respectively, following the enactment of this Act. Upon the expiration of his 
term of office a member shall continue to serve until his suecessor is appointed. 
The Advisory Board shall meet at the call of the Administrator or the Man- 
ager, who shall require it to meet no less often than once each six months; shall 
review the general policies of the Corporation, including but not limited to its 
policies in connection with rates and charges for its services, design, and con- 
struction of facilities, and the administration of existing facilities, and shall 
advise the Administrator and the Manager with respect thereto. The mem- 
bers of the Board who are in the executive branch of the Government shall 
receive no additional compensation for their services on the Board. Notwith- 
standing any other provision of law, any active or retired officer of the Armed 
Forces may serve as a member of the Board without affecting his active or 








4 NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 


retired status as such an officer. The members from private life shall each 
receive $50 per diem when engaged in the performance of duties vested in the 
Board. All members of the Board shall be reimbursed in accordance with the 
Travel Expense Act of 1949, as amended (63 Stat. 166; 5 U.S.C. 835), for travel, 
subsistence, and other necessary expenses incurred by them in the performance 
of duties vested in the Board. 

Sec. 9. (a) There is hereby established a National Capital Airports Fund 
(hereinafter,” “fund”). The capital of the fund shall consist of: 

(1) Such amounts as may be advanced to the fund upon the request of the 
Manager from appropriations made for that purpose; 

(2) The unexpended balances of any appropriations available for construc- 
tion, operation, and maintenance of the Washington National Airport as may be 
determined by the Administrator and approved by the Director of the Bureau 
of the Budget ; 

(3) Such of the unexpended balances of appropriations available for use by 
the Federal Aviation Agency for the construction, development, operation, or 
maintenance of any airport which is, or may be transferred to the Corporation 
under this Act, as may be determined by the Administrator and approved by 
the Director of the Bureau of the Budget ; and 

(4) The value of the assets of any airport that is, or may be, transferred 
to the Corporation under this Act, less its liabilities, as of the effective date of 
its transfer to the Corporation; the value of the assets shall be determined by 
the Administrator subject to the approval of the Director of the Bureau of 
the Budget, taking into consideration original cost, less depreciation, the usable 
value to the airport of clearly less than cost, obsolete and unusable facilities 
and equipment, and other reasonably determinable factors which would reduce 
the value of the assets of the airport. 

(b) Unless the Congress otherwise directs, the Corporation shall pay into 
the Treasury of the United States as miscellaneous receipts at the close of each 
fiscal year interest on the capital of the fund as follows: 

(1) Interest shall be paid on that portion of the capital of the fund which 
the Administrator determines to be the equivalent to the local share that would 
have been supplied by the project sponsor had the airports been built and 
developed in their entirety subsequent to the enactment of the Federal Airport 
Act and under its provisions by a local public agency with maximum Federal 
grants-in-aid. 

(2) The interest rate shall be determined by the Secretary of the Treasury 
at the time the fund is established, taking into consideration the average yield 
to maturity on outstanding marketable obligations of the United States having 
a maturity date of fifteen or more years. The interest rate so established shall 
remain in effect for so long as any part of the amount to which such interest 
applies remains in the capital of the fund. 

(3) The interest rate on the subsequent portion of capital advances to the 
fund on which interest is to be paid shall be determined by the Secretary of 
the Treasury at the time such advance is made, taking into consideration the 
average yield to maturity on outstanding marketable obligations of the United 
States having a maturity date of fifteen or more years. Such interest rate shall 
remain in effect for so long as any part of such advance remains in the capital 
of the fund. 

(c) Whenever any capital in the fund is determined by the Administrator 
to be in excess of its current needs, such capital shall be credited to the appro- 
priation from which advanced, where it shall be held for future advances. The 
capital of the fund shall be considered reduced by the net amount of such credits. 
Appropriations or other funds received shall be used solely for the purposes of 
the Corporation as set forth in the Act. Whenever it is determined that the 
appropriation contains funds in excess of the needs of the Corporation the appro- 
priation shall be reduced by an amount equivalent to such excess. 

(d) Receipts from operations under this Act shall be credited to the fund. 
Except as hereinafter provided the Corporation is authorized to charge any 
Government agency for facilities and services at the rates charged to the public, 
or to charge a lump sum which in the aggregate would approximate the total 
of the individual charges incurred by the using Government agency. The fund 
shall be available for payment of all expenditures of the Corporation under 
this Act. 

(e) Such sums as may be required to carry out the purposes of this Act are 
authorized to be appropriated without fiscal year limitations. Advances shall 
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be made to the fund from the appropriations made therefor when requested by 
the Manager. 

(f) Appropriations are hereby authorized for payment of such amounts 
as may be shown in the annual budget program of the airport as necessary to 
cover actual losses of prior years sustained in the conduct of its activities under 
this fund. Amounts appropriated to the fund under authority of this subsec- 
tion shall not be added to the amount of advances and shall not require payment 
of interest under subsection (b) of this section. 

Sec. 10. The Corporation is hereby authorized to use its funds from what- 
ever sources derived, in the exercise of its corporate powers and functions. 

Sec. 11. The Corporation shall contribute, from the respective appropriation or 
fund used for payment of salaries, pay, or compensation, to the civil service 
retirement and disability fund, a sum as provided by section 4(a) of the Fed- 
eral Executive Pay Act of 1956, as amended (70 Stat. 747; 5 U.S.C. (supp. V) 
2254 (a)), except that such sum shall be determined by applying to the total 
basic salaries (as defined in that Act) paid to the employees of the Corporation 
covered by that Act, the per centum rate determined annually by the Civil 
Service Commission to be the excess of the total normal cost per centum rate 
of the civil service retirement system over the employee deduction rate specified 
in said section 4(a). The Corporation shall also contribute at least quarterly 
from such appropriation or fund, to the employees’ compensation fund, the 
amount determined by the Secretary of Labor to be the full cost of benefits and 
other payments made from such fund on account of cases arising from injuries 
to its employees which may hereafter occur. Such Corporation shall also pay 
into the Treasury as miscellaneous receipts that portion of the cost of adminis- 
tration of the respective funds attributable to its employees, as determined by 
the Civil Service Commission and the Secretary of Labor. The Corporation 
shall not be liable under this section (1) for contributions with respect to the 
service of any officer or employee for any period prior to the effective date of this 
section, and (2) for payments for administrative costs with respect to any 
period prior to such effective date. 

Sec. 12. All the facilities of the airports which are analogous to the facilities 
developed with Federal aid, pursuant to the Federal Airport Act (60 Stat. 170; 
49 U.S.C. 1101) by comparable public airports in the State in which the airport 
is located, and all those usable for the landing and takeoff of aircraft, will be 
available to the United States for use by military aircraft in common with other 
aircraft at all times without charge, except, if the use by military aircraft shall 
be substantial, a reasonable share, proportional to such use, of the cost of 
operating and maintaining the facilities so used, shall be charged. The amount 
of use to be considered “substantial”, and the charges to be made therefor, shall 
be determined by agreement between the Corporation and the agency involved, 

Sec. 13. The Corporation will furnish to any agency of the Government, with- 
out charge (except for light, heat, janitor service, and similar facilities and 
services at the reasonable cost thereof), such space in airport buildings as may 
be reasonably adequate for use in connection with any airport traffic control 
activity, or weather reporting activity and communications activity related to 
airport traffic control, which such agency and the Administrator may deem it 
necessary to establish and maintain at the airport. 

Sec. 14. No individual, association, partnership, or corporation shall use the 
name of any airport operated by the Corporation, or any name similar thereto, 
as the name or a part thereof under which he or it does business, without the 
consent of the Corporation. 

Sec. 15. (a) There is hereby transferred to the Corporation all property, real, 
personal, and mixed, now operated by the Administrator as the Washington 
National Airport, together with all sums due or to become due to the United 
States by virtue of any service rendered or facilities furnished in connection 
with the operation of the Washington National Airport, or under any contract 
executed by or on behalf of the Administrator in connection with such activities, 
together with the tract of land described in the Act of June 29, 1940 (54 Stat. 
686; D.C. Code, sec. 7-1301), as the Washington National Airport (except that 
portion of such tract of land added to the Mount Vernon Memorial Highway by 
Executive Order Numbered 9851 of May 15, 1947), and those parcels of land in 
Arlington County, Virginia, condemned by proceedings miscellaneous numbered 
618 and miscellaneous numbered 621 in the United States District Court for the 
Eastern District of Virginia, Alexandria Division, together with all the struc- 
tures, improvements, and other facilities located thereon, except the building 
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designated as “T-—7” located on Abingdon Drive on the airport, now used and 
operated by the Administrator of General Services. The Corporation shall 
assume the performance on behalf of the United States of all existing contracts 
heretofore executed by, or on behalf of, the Administrator in connection with 
the care, operation, maintenance, and protection of the Washington National 
Airport, and shall further assume all liabilities of the United States in connection 
with said airport. 

(b) The Administrator is authorized and directed to transfer to the Corpo- 
ration, effective on such date as the Administrator shall specify, any airport or 
other property heretofore or hereafter acquired or constructed for use as, in 
connection with, or to serve, any airport (including any interest in real, per- 
sonal, and mixed property, obligations and rights under contracts, and accounts 
receivable) which the Administrator is or may be authorized to construct, or ac- 
quire and operate in the District of Columbia or its vicinity, and he may provide 
for partial transfers where separable parts or facilities become substantially 
operational at different times. 

Sec. 16. The Corporation is authorized to make payments to State and local 
governments in lieu of property taxes upon real property which was subject to 
State and local taxation before acquisition by the Corporation. Such payments 
may be in the amounts, at the times, and upon the terms the Corporation deems 
appropriate, but the Corporation shall be guided by the policy of making pay- 
ments not in excess of the taxes which would have been payable for such property 
in the condition in which it was acquired, except in cases where special burdens 
are placed upon the State or local government by the activities of the Corporation 
or its agents. The Corporation, its property, franchises, and income are hereby 
expressly exempted from taxation in any manner or form by any State, county, 
municipality, or any subdivision thereof. 

Sec. 17. (a) The Manager shall have power to make and amend such reason- 
able rules or regulations as he may deem necessary in the interest of public safety, 
or to carry out the purposes of this Act, governing the protection of property and 
the conduct of persons on premises within the jurisdiction of the Corporation. 

(b) Any person who violates any rule or regulation prescribed under this 
section shall be guilty of a misdemeanor, and, upon conviction thereof, shall be 
fined not more than $500 or imprisoned not more than six months or both. 

Sec. 18. (a) Employees of the Corporation appointed to protect life and prop- 
erty on areas within the jurisdiction of the Corporation, when designated by the 
Manager are hereby authorized and empowered (1) to arrest under a warrant 
within the limits of the jurisdiction of the Corporation any person accused of 
having committed within the jurisdiction of the Corporation any offense against 
the laws of the United States, or against any rule or regulation prescribed pursu- 
ant to this Act; (2) to arrest without warrant any person committing any such 
offense within the jurisdiction of the Corporation, in their presence; or (3) to 
arrest without warrant within the jurisdiction of the Corporation, any person 
who they have reasonable grounds to believe has committed a felony within the 
jurisdiction of the Corporation. 

(b) Any individual having the power of arrest as provided in the subsection 
(a) of this section may carry firearms or such other weapons as the Manager 
may direct or prescribed by regulation. 

(c) The United States Park Police may, at the request of the Manager, be as- 
signed by the Director of the National Park Service in his discretion, subject to 
the supervision and direction of the Secretary of the Interior, to patrol any 
area of the airports, and any member of the United States Park Police so assigned 
are hereby authorized and empowered to make arrests within the jurisdiction 
of the Corporation for the same offenses, and in the same manner and circum- 
stances as are provided in this section. 

(d) The officer on duty in command of those employees designated as pro- 
vided in this section may accept deposit of collateral from any person charged 
with the violation of any rule or regulation prescribed under this Act, for appear- 
ance in court or before the appropriate United States Commissioner; and such 
collateral shall be deposited with the clerk of the United States court or with 
the appropriate United States Commissioner. 

Sec. 19. The right to alter, amend, or repeal this charter is expressly reserved. 

Sec. 20. (a) Section 101 of the Government Corporation Control Act of 1945, 
as amended (59 Stat. 597; 31 U.S.C. 846), is hereby amended by inserting 
therein the words ‘‘National Capital Airports Corporation.” 

(b) The Act of June 29, 1940 (54 Stat. 686; D.C. Code, see. 7-1301), as 
amended by the Act of May 15, 1947 (61 Stat. 94; D.C. Code, sec. 7-1304), and 
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section 1402(f) of the Federal Aviation Act of 1958 (72 Stat. 807), is further 
amended by deleting sections 2, 3, 4, 5, and 6 thereof. 

(ce) The Act of October 9, 1940, making supplemental appropriations fer the 
support of the Government for the fiscal year ending June 30, 1941, and for 
other purposes (54 Stat. 1930), is amended by deleting the proviso in the first 
paragraph of the section in title I, headed “Department of Commerce, Ad- 
ministrator of Civil Aeronautics”. 

(d) The Act of September 7, 1950 (64 Stat. 770; D.C. Code, sec. T—1401), 
shall be repealed, effective the date as specified by the Administrator when 
jurisdiction of the airport to be constructed under its terms shall be trans- 
ferred to the Corporation. 

(e) All laws or parts of laws, inconsistent with this Act are repealed to 
the extent of such inconsistency. Nothing in this Act shall be construed to 
exempt the Corporation or its operations from the application of the Act of 
June 25, 1948 (62 Stat. S69, 984; 28 U.S.C. 507(b), 2679), or of section 367 
of the Revised Statutes (5 U.S.C. 316). 

Sec. 21. If any provisions of this Act or the application of such provision 
to any person or circumstances shall be held invalid, the remainder of the Act 
and the application of such provision to persons or circumstances other than 
those to which it is held invalid shall not be affected thereby. 

Sec. 22. This Act shall take effect upon its enactment. 


FEDERAL AVIATION AGENCY, 
Washington, D.C., February 12, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
U.S. Senate, Washington, D.C. 


DeaR Mr. CHAIRMAN: On August 17, 1959, I transmitted to the President of 
the Senate and the Speaker of the House of Representatives a draft bill to 
create the National Capital Airports Corporation, to provide for operation of 
the federally owned civil airports in the District of Columbia or its vicinity by 
the Corporation, and for other purposes. The legislation was introduced in 
the Senate as S. 2560. 

As stated in my letter of transmittal, a copy of which is enclosed, the primary 
purpose of the proposed legislation is to place the operations of federally owned 
civil airports in the Washington metropolitan area on a sound business basis 
so that they may better serve the traveling public, the airlines, and other users 
of aircraft at a minimum cost to the taxpayer. With the approaching com- 
pletion of the Dulles International Airport, it is essential that an organizational 
framework suited to commercial-type operations be provided for both the Dulles 
International Airport and the existing Washington National Airport. 

I therefore respectfully request that the Committee on Interstate and Foreign 
Commerce schedule hearings on the proposed legislation. I should look forward 
to presenting to the committee any additional information concerning the need 
for a corporation which may be of assistance to the Congress in taking action 
on this matter. 

Sincerely, 


E. R. QuESADA, Administrator. 


FEDERAL AVIATION AGENCY, 


Washington, D.C., August 17, 1959. 
Hon. RicHarp M. NIxon, 


President of the Senate. 


Deak Mr. Nixon: I transmit herewith for the consideration of the Congress 
a draft bill to create the National Capital Airports Corporation, to provide for 
the operation of the federally owned civil airports in the District of Columbia 
or its vicinity by the Corporation, and for other purposes. 

The primary purpose of the legislation is to place the operations of the fed- 
erally owned civil airports in the Washington metropolitan area on a sound 
business basis so that they may better serve the traveling public, the airlines, 
and other users of aircraft, at a minimum cost to the taxpayer. Such legisla- 
tion will facilitate improvements in the efficiency of airport operations, and will 
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permit swift action to correct conditions where the safety or convenience of the 
public is involved. 

A commercial airport operation is precisely the kind of predominantly busi- 
ness-type activity for which the Congress has made provision by enacting the 
Government Corporation Control Act of 1945. Moreover, throughout the Nation 
public authorities engaged in the operation of commercial airports have gen- 
erally been established as corporate organizations. The corporate form, which 
is based upon the experience of private business, has been found to aid greatly 
in the administration of Federal activities which are revenue producing, which 
are potentially self-sustaining, which have a large volume of commercial-type 
transactions with the public, and which need greater flexibility than is provided 
for under the customary appropriation budget. 

The desirability of operating National Capital area airports under the cor- 
porate form of organization has long been recognized. The first Commission 
on Organization of the Executive Branch of the Government (Hoover Commis- 
sion) recommended in 1949 that the operation of the Washington National Air- 
port be placed under a Government corporation. In his 1955 budget message, 
President Eisenhower recommended that legislation be adopted to provide for 
the establishment of a corporation to operate the Washington National Airport. 

Bills to create such a Corporation were introduced in both the House and 
Senate in the 83d Congress, and the Senate Committee on Interstate and 
Foreign Commerce unanimously recommended enactment of the Corporation 
legislation. The committee, in its report to the Senate, stated that in its opinion 
the legislation was necessary and advisable to provide more effective manage- 
ment for the Washington National Airport. It cited the essentially business 
nature of the airport operation. It also cited the difficulties which had resulted 
from the application of customary budgetary and fiscal practices designed for 
conventional Government agencies, the requirement that the airport return all 
of its income to the Treasury as general receipts, and various problems which 
had arisen in connection with contracting and the acquisition of property under 
requirements applicable to regular Government agencies. 

The approaching completion of the Dulles International Airport will require 
efficient, integrated operation of two of the largest civil airports in the Nation. 
The volume of commercial transactions involved in the administration of both 
airports will increase enormously and the revenues from services provided by 
the airports will be substantially larger. Therefore, the need for a form of 
organization adapted to the conduct of business-type operations will become even 
more urgent. 

The demands posed on airport operations by rapid developments in aviation 
require that the airport organization have the capabliity of responding swiftly 
to changing circumstances which directly affect the safety and convenience of 
the public and the efficient operation of air carriers. The normal budget proc- 
esses are simply not capable of respondingg to such unforeseen demands, and as 
a result, inadequacies constituting serious hazards to safety and interfering 
with efficient operations have persisted for prolonged periods of time at the 
Washington National Airport. Under the corporate form of organization the 
revenue of the airports can be utilized in the prompt correction of most 
inadequacies in airport services and facilities. 

The existence of a Corporation with business-type budget and accounting 
practices will make it easier for the Federal Aviation Agency, the President, and 
the Congress to review and evaluate the effectiveness of airport operations and 
management. The Corporation will also be able to conduct business negotiations 
with other commercial entities on a more satisfactory basis than is possible 
under the current system in which revenues are deposited directly in the 
Treasury and are not available to provide services or to meet obligations. 

The Corporation will continue to be under the strict scrutiny of the Congress 
in accordance with the provisions of the Government Corporation Control Act. 
Therefore, it will be possible both to achieve the operating and managerial 
advantages of the corporate form of organization and, at the same time, assure 
that the activities of the Corporation are properly subject to congressional 
surveillance. 

The creation of the Corporation will entail no expenditures or increases in 
employment beyond those which would otherwise be required to operate and 
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maintain the National Capital area airports under the present authority and 
form of organization. 


The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation to the Congress. 
Sincerely, ’ 
EB. R. QuesabDA, Administrator. 
Senator Tuurmonp. Our first witness, I believe, is Mr. Pyle. 
Mr. Pyle, we will be glad to hear from you. 


STATEMENT OF JAMES T. PYLE, DEPUTY ADMINISTRATOR, FED- 
ERAL AVIATION AGENCY, ACCOMPANIED BY DAGGETT HOWARD, 
GENERAL COUNSEL, FAA; ALAN DEAN, ASSISTANT ADMINISTRA- 
TOR, MANAGEMENT SERVICES, FAA; LUCIUS W. BURTON, ACTING 
DIRECTOR, BUREAU OF NATIONAL CAPITAL AIRPORTS, FAA; 
AND HAROLD SEIDMAN, ASSISTANT CHIEF, OFFICE 0F MANAGE- 
MENT AND ORGANIZATION, BUREAU OF THE BUDGET 


Mr. Pyze. Mr. Chairman, first I want to express my appreciation 
for this opportunity to appear before you and to express Mr. Quesada’s 
regrets that he cannot be here, but this meeting which he is attending 
is one of long standing and had very important operational factors 
involved. I shall do my best to fill in for him and be responsive to the 
wishes of yourself and the members of the committee. 

I brought with me, Mr. Chairman, members of my staff, and Mr. 
Harold Seidman, Assistant Chief of the Office of Management and 
Organization in the Bureau of the Budget, who are here to help 
explain such technical questions as the members of the committee may 
have. 

S. 2560 provides for the operation of the federally owned civil air- 
ports in the Washington metropolitan area through a corporation 
subject to the direction of the Administrator of the Federal Aviation 
Agency. 

The primary purpose of this legislation is to place the management 
of the federally owned civil airports serving the District of Columbia 
and its vicinity, on a sound business basis with such resulting benefits 
as the better servicing of the traveling public, the airlines, and other 
users of aircraft at a minimum cost to the taxpayer. 

The corporate form of organization will also facilitate improve- 
ments in the efficiency of airport operations and will make possible 
prompt action to correct conditions involving the safety or conven- 
lence of the public. 

The legislation will also provide a single legislative charter for the 
management. and operation of Washington National Airport, Dulles 
International Airport, and any other Federal civil airports in the 
District of Columbia, or its vicinity, which may be transferred to the 
Corporation. 

A commercial airport operation is precisely the kind of predomi- 
nantly business-type activity for which the Congress has made provi- 
sion by enacting the Government Corporation Control Act of 1945. 
Moreover, throughout the Nation public authorities engaged in the 
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The corporation form has been found to aid greatly in the adminis- 
tration of Federal activities which are revenue producing, which are 
potentially self-sustaining, which have a large volume of commercial- 
type transactions with the public, and which need greater flexibility 
than is provided for under the customary appropriation budget. 

The Dasieehsilidxe of creating a corporation to operate the National 
Capital area airports has long been recognized. The first Commission 
on Organization of the Executive Branch of the Government—the 
Hoover Commission—in 1949 recommended that the operation of the 
Washington National Airport be placed under a Government corpora- 
tion. 

In his 1955 budget message President Eisenhower recommended 
that legislation be adopted to provide for the establishment of a cor- 
poration to operate the Washington National Airport. 

Although the General Accounting Office, as you point out, Mr. 
Chairman, is not supporting the Government corporation approach it 
did, in its report to the Congress on the audit of the Washington Na- 
tional Airport for the fiscal years 1956-58, observe, and I quote: 
That there has been a growing support in the Congress and the executive branch 
for operating the airport as a self-sustaining business enterprise— 
with which observation this Agency is in entire accord. 

We believe that such an objective is enhanced through the use of 
corporate organization and financing as provided by S. 2560. 

Bills to create such a corporation were introduced in both the House 
and Senate in the 83d Congress, and the Senate Committee on Inter- 
state and Foreign Commerce unanimously recommended enactment 
of the corporation legislation. 

The committee, in its report to the Senate, stated that in its opinion 
the legislation was necessary and advisable to provide more effective 
management for the Washington National Airport. It cited the es- 
sentially business nature of the airport operation. It also took note 
of the difficulties which had resulted from (1) the application of cus- 
tomary budgetary and fiscal practices designed for conventional Gov- 
ernment agencies; (2) the requirement that the airport return all of 
its income to the Treasury as general receipts; and (3) various prob- 
lems which had arisen in connection with contracting and the acquisi- 
tion of property under requirements applicable to regular Government 
agencies. 

The extensive business activities at Washington National Airport 
currently produce revenue to the Government in excess of $4 million 
annually. These activities go beyond those associated with the pro- 
visions of aircraft and passenger accommodations. 

The airport’s commercial activities require negotiation and super- 
vision of approximately 190 contracts, including airport use agree- 
ments, hangar and other space leases, and contracts covering wide and 
varied concession activities. 

The airport currently serves 5 million passengers annually and an 
even greater number of public visitors who utilize the airport facili- 
ties. In many ways, the airport is comparable to a city, with its own 
fire and police departments. It must maintain and operate its own 
utility systems. It provides heat, water, power, air conditioning, and 
sewer services not only for passengers and public visitors but also for 
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airport tenants who employ about 12,000 people on the airport 
reservation. 

Today Washington National Airport is the second busiest airport 
in the world in terms of airline operations. With the approaching 
completion of Dulles International Airport where business activities 
ultimately will be even more extensive and complex than at Washing- 
ton National Airport, we will be required to provide efficient, inte- 
grated operation of two of the largest civil airports in the Nation. 
Therefore, the need for the form of organization most suitable for 
the conduct of large-scale business-type operations will become in- 
creasingly urgent. 

The demands posed on airport operations by rapid developments in 
aviation require that the airport organization have the capability of 
responding swiftly to changing circumstances which directly affect 
the safety and convenience of the public and the efficient operation of 
air carriers. 

The normal budget processes are simply not capable of respond- 
ing to such unforeseen demands, and as a result, inadequacies con- 
stituting serious hazards to safety, and interfering with efficient op- 
erations, have persisted for prolonged periods of time at the Wash- 
ington National Airport. 

Under the corporate form of organization the revenue of the air- 
ports can be utilized in the prompt correction of most inadequacies 
in airport services and facilities. 

I might interject, Mr. Chairman, that this is one area that concerns 
me very much as basically a technician. 

I cite the example of taxiing aircraft around the south finger which 
is the finger used primarily by American Airlines. The area just is 
not wide enough to permit two airplanes to go around, it is barely 
wide enough to permit airplane and vehicular traffic to skirt the end 
of the finger on the field side, and as a result we have a very poten- 
tially dangerous situation there. 

We have now, after 2 years, been able to get in our budget request 
the necessary funds which we hope will be approved to permit cor- 
recting this deficiency. We have already had two automobile acci- 
dents there No, one, I guess. 

Mr. Burron. One automobile-aircraft accident. 

Mr. Pyne. An aircraft actually ran into a service truck at this 
point, so we have a dangerous situation and I just cite it as our in- 
ability to correct promptly a bad situation through the normal budget 
process. 

The business-type budget procedures provided by the Government 
Corporation Control Act will assure essential congressional control, 
but permit the operating and financial flexibility required for the 
most. efficient conduct of airport operations and management. 

The Corporation will also be able to conduct. business negotiations 
with other commercial entities on a more satisfactory basis than is 
possible under the current system in which revenues are deposited 
directly in the Treasury and are not available to provide services or 
to meet. obligations. 

The Corporation will continue to be under the strict scrutiny of 
the Congress in accordance with the provisions of the Government 
Corporation Control Act. Therefore, it will be possible both to 
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achieve the operating and managerial advantages of the corporate 
form of organization and at the same time assure that the activities 
of the Corporation are properly subject to congressional surveillance. 

To illustrate the safety and operational improvements which would 
result, as well as the difficulties that would be overcome by enactment 
of this legislation, we would like to cite a few simple but real examples. 

The air transport industry is quite dynamic and is experiencing 
tremendous growth in all its aspects. The introduction of an increas- 
ing number of high-powered aircraft by many airlines in the past 
year brought an immediate need for new electric power distribution 
facilities. 

This urgent operational demand was only partially met by emer- 
gency reprograming of funds from other necessary items. Funds 
to install and construct the balance of these electrical facilities are 
in the fiscal year 1961 budget request. Actual provision of the total 
required power capability therefore cannot take place until the next 
fiscal year. 

Incidentally, this again is a very serious problem which means that 
we are unable to meet the requirements of our customers, in this par- 
ticular case the air carriers. 

The huge quantity of electrical power and other utilities required 
for airport operations must be purchased from fixed appropriations 
based on estimates developed from 18 months to 2 years in advance. 

With operational growth frequently outstripping budget estimates 
extreme difficulty is ‘often encountered in meeting unpredict table re- 
quirements even though the increased utility costs “would willingly be 
paid for by the airlines and other users. 

Suddenly developed needs for relatively small but essential items 
present a constant problem to management. The inability to meet 
such requirements promptly has a definite impact on safety. These 
items may be special protective blast fences, changes in the ramp 
configuration, alteration to aircraft gates, small bypass taxiways and 
runway extensions, major roof repairs, sewage disposal, repair or re- 
placement of defective water mains, emergency installation of a water 
purifier plant, and countless other items involving passenger protec- 
tion, or safety of aircraft operation. 

Other unpredictables, like the recent unexpected blizzards and those 
of 2 years ago, or a hurricane can cost us many thousands of dollars, 
and have a severe impact on equipment and facilities. 

Emergency expenditures for such things as replacement of storm- 
damaged hangar roofs, walls, and doors, or boiler repairs deplete 
limited maintenance funds and preclude other badly needed repairs. 

And in this connection, Mr. Chairman, I would like to point out 
that in many instances funds are not available for the needed main- 
tenance of facilities that are rapidly deteriorating and the longer we 
postpone these repairs the more expensive it becomes to salvage the 
facility and in my opinion it is a very expensive way to protect the 
Government’s investments in some very expensive buildings and 
facilities. 

The present law restricts the term of hangar leases to a 3-year 
period and most concession agreements to a 5- -year period. 

This seriously restricts most tenants and concessionaires from mak- 
ing capital investments which might greatly improve airport opera- 
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tions, enhance their gross receipts, and augment payments to the 
Government. Under the proposed legislation more flexible contract- 
ing authority would eliminate this problem. 

It may be helpful to make specific reference to certain sections of 
S. 2560. 

Section 5 constitutes a declaration of congressional policy that it is 
in the public interest to operate any airport transferred to the Corpo- 
ration by or under this act on a self-sustaining business enterprise 
basis. This means that such operations will be consistent with sound 
commercial practice and with due regard to the Government’s invest- 
ment. Rates will be set at levels which in the long run will make the 
operation self-sustaining, although deficits may occur during the de- 
velopment period of any major facility. 

Section 8 vests the management of the Corporation in the General 
Manager who, subject. to the civil service laws, would be appointed by 
and be subject to the direction of the Administrator. ‘The salary for 
the Manager may be fixed by the Administrator at a rate not to ex- 
ceed $19,500 per annum, which is the maximum salary that is per- 
missible for similar positions in the Federal Aviation Agency. 

We want to emphasize that all of the personnel to be employed by 
the Corporation will be subject to the civil service laws and to the 
Classification Act of 1949, as amended. The Corporation would re- 
quire no personnel in addition to those who would be needed to op- 
erate the airports under present arrangements. 

Subparagraph (c) of this section establishes an Advisory Board of 
the National Capital Airports Corporation to be composed of five 
members to be appointed by the Administrator. This Board will 
meet at the call of the Administrator or the Manager no less often 
than once each 6 months to review the general policies of the Corpo- 
ration, and to advise the Administrator and the Manager with respect 
thereto. 

Section 9 of the bill establishes policies and procedures governing 
the financing of the Corporation which will afford maximum protec- 
tion of the Federal investment and at the same time promote sound 
fiscal management. 

This section establishes a National Capital airports fund to consist 
of (1) such amounts as may be advanced to the fund from appropria- 
tions made for that purpose; (2) the unexpended balance of an 
appropriations available for Washington national airports; (3) auith 
unexpended balances of appropriations for the construction, develop- 
ment, operation, or maintenance of any airport which is or may be 
transferred to the Corporation under this act; and (4) the value of 
the assets of any airport that is or may be transferred to the Corpora- 
tion under this act less its liabilities. 

Under subparagraph (b) of this section, the Corporation shall pay 
into the Treasury of the United States as miscellaneous receipts in- 
terest on the capital of the fund. 

Under subparagraph (c) of this section, there is a provision that 
whenever any capital in the fund is determined by the Administrator 
to be in excess of its current needs such capital shall be credited to the 
appropriation from which advanced where it shall be held for future 


advances, and the capital fund shall be considered reduced by the net 
amount of such credits. 
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It should be noted further that by this particular subparagraph 
whenever it is determined that the appropriation contains funds 
in excess of the needs of the Corporation the appropriation shall be 
reduced by an amount equivalent to such excess. 

Mr. Chairman, we urge the adoption of this legislation in the inter- 
est of efficient and businesslike operation of the Federal civil air- 
ports of the Washington metropolitan area. The taxpayers and 
all airport users, the passengers, general aviation users and the air- 
lines will benefit from such action. 

Mr. Chairman, we are at your disposal, but perhaps before we re- 
spond to any questions which you or Senator Engle may have, I 
think we ought to submit some technical amendments which perhaps 
would be of assistance prior to initiating discussion if this would be 
in order. 

Senator Monroney (presiding). That would be in order. 

Mr. Pyte. Mr. Dean, the Assistant of Administrative Services, will 
give the amendments. 

Mr. Dean. Mr. Chairman, these amendments are per fecting for 
the most part and do not alter the basic provisions of the bill 

Senator Monronry. Do you have these amendments interlined in 
the bill ? 

Mr. Dean. We do not; we have them listed for the clerk, however, 
in detail. 

We could read them if you wish. They are things like changing 
1959 to 1960 because time has passed us by. 

Senator Monronry. Just submit those for the record and a copy 
to the committee clerk; if they do not change in any material way 
the bill we will interline the bill for the advice and consideration of 
the committee. 

(The material referred to is as follows :) 





SUGGESTED TECIHINICAL AMENDMENTS TO 8. 2560, 86111 CONGRESS 


It is recommended that S. 2560, 86th Congress, be amended as follows: 

1. Delete the figure “1959” in section 1, line 4, page 1, and insert in lieu 
thereof the figure ‘‘1960”’. 

2. Delete the first sentence of section 9(b) (2), page 10, lines 1 to 5, and insert 
in lieu thereof the following: “The interest rate on the initial portion of the 
fund shall be determined by the Secretary of the Treasury at the time the fund 
is established, taking into consideration the average yields to maturity on 
marketable obligations of the United States, with a maturity date of 15 years 
or more, outstanding at the beginning of the fiscal year in which the expendi- 
tures were made for the assets transferred to the fund pursuant to subsection 
(a) of this section.” 

3. Delete the word “airport” in section 9(f), line 20, page 11, and insert in 
lieu thereof the word “Corporation”. 

4. Insert the phrase “the United States or” after the word “by” in section 16, 
line 2, page 16. 

5. Delete section 22, page 19, line 20, and insert in lien thereof the following: 

“This Act shall take effect at close of business June 30, 1960, or upon its enact- 
ment, whichever date is later.” 


EXPLANATION AND JUSTIFICATION FOR PROPOSED TECHNICAL AMENDMENTS TO 8. 2560, 
86TH CONGRESS 


1. This amendment to section 1, line 4, page. 1, is obvious as being timely. 

2. This amendment to section 9(b) (2), page 10, line 1, is necessary to insure 
that the interest rates on the intial capital of the fund will reflect rates in 
effect at the time the funds were originally expended for the assets transferred 
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to the fund. A substantial portion of the initial capital of the fund represents 
the investment in Washington National Airport, the funds for which were appro- 
priated at a time when interest rates were substantially lower than the current 
rates. 

3. This amendment to section 9(f), line 20, page 11, is necessary in that this 
section relates to the Corporation rather than any particular airport. 

4. This amendment to section 16, line 2, page 16, is necessary to insure pay- 
ments to States in lieu of taxes for periods of time, if any, during which 
property which was subject to State and local taxation is held by the United 
States before being transferred to the Corporation. 

5. This amendment to section 22, page 19, line 20, is designed to place the 
financial operation of the Corporation on a fiscal year basis. 

Mr. Dean. All right, sir. 

Mr. Pye. As I understand it, Mr. Chairman, there are absolutely 
no substantive amendments involved. 

Senator Monronry. You state in your prepared statement that the 
Washingon airport is operated at a profit of about $4 million a year 
in recent years. This is on the basis of what kind of bookkeeping? 

I mean, it would not be at a profit if the operation of the past year 
were to be considered in the light of the proposed legislation establish- 
ing cor porate mani iwement ; would it? 

Mr. Pye. Mr. Chairman, I think there is one point. In our state- 
ment we pointed out that the gross receipts were $4 million a year 
roughly. 

Senator Monroney. I see. 

Mr. Pyze. I think Mr. Burton can give you the specific answer to 
vour question. 

Mr. Burton. Mr. Chairman, the gross receipts are presently run- 
ning at the rate in excess of $4 million per annum. The fiscal year 
1959 ended up with gross receipts of $3,853,524.71. 

The expenses, which included total maintenance and operation, pro- 
tection, administration, depreciation, and interest, amounted to 

$3,474,943.36. The amounts indicate a profit of $ $378,581.35. 

We also have certain unrealized revenue with respect to Government 
use of certain facilities. Taking account of this unrealized revenue, 
profits amounted to $463,061.02. 

Senator Monronry. Would these figures apply under the proposed 
corporate setup ¢ 

Mr. Pye. This is the type of thing we would be operating on under 
the corporate setup. 

Senator Monroney. This profit is the result of last year’s operations 
after maintenance, administration, depreciation, and interest, and so 
forth. 

Mr. Burton. Yes, sir. 

Senator Monroney. Now, your interest component is on the build- 
ing itself or on the land or 

Mr. Burton. The interest component is computed as though Na- 
tional Airport had been built with maximum Federal aid to airports 
program grants; therefore, that credit is taken and interest is paid 
then on the balance which at the present, I think, is around $10 mil- 
lion at the then going long-term interest rate of 214 percent. 

Senator Monronry. You have to have a $10 million interest ac- 
count represented in land and facilities; is that correct ? 

Mr. Burron. Yes, sir; interest-bearing investment. 
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Senator Monroney. That is based on the estimated cost of the con- 
struction and such, or is it based on what the property today would 
be properly appraised at ? 

Mr. Burron. Well, it is based on the cost of original construction 
as nearly as could be computed; it is based on additional improve- 
ments that have taken place throughout the years, depreciation has 
been taken into account, and then the interest that has been paid with 
respect to the balance after appropriate FAAP credits were allowed. 

Senator Monronery. You figured 50 percent Federal aid against 
that original cost; did you? 

Mr. Burron. Sir? 

Senator Monronery. Did you figure a Federal] contribution based on 
our Federal] Aid to Airports Act? 

In other words, how do you capitalize the value of the land and 
improvements ? 

You have told me you have calculated the cost of construction 
and run the depreciation against that. 

Now, what I am asking is, is there a Federal contribution such as 
would have occurred had we had a Federal Aid to Airports Act, where 
50 percent of the money would have been, perhaps, Federal ? 

Mr. Burton. On certain items, yes, sir. 

Senator Monroney. I think you had better try and reconstruct a 
balance sheet. I think the members of the committee would like to 
see that in some detail. 

For instance, one of the things that has always been troublesome to 
me when we have talked about capitalization of our facilities was that 
a great deal of that made work was WPA and forced account work 
mainly to relieve unemployment. 

Mr. Burton. This is a rather complex calculation and we would be 
glad to submit to you a complete layout on it. 

Senator Monroney. I think we would like it. 

In other words, I would not like to see you capitalize in the unem- 
ployment relief. 

Mr. Burton. You mean that we possibly should not be paying in- 
terest on the WPA funds as such ? 

Senator Monronry. I think you should calculate a reasonable 
amount of what it would have cost perhaps at that time under a private 
contract which was let in the interest of building an airport rather 
than the reason of providing employment for the tens of thousands 
who were unemployed at the time. 

Mr. Burton. We will lay this out in detail for you exactly as it is 
computed. I would point out that we do not pay this interest but we 
turn all of that $4 million into the Treasury each year. 

Senator Monroney. I understand that this computation is caleu- 
lated as though it were under a corporate situation. 

I think this is good business management but it is also important 
that you put in the proper capital cost if the Corporation is authorized. 

Mr. Burton. Would you like to see this exhibit go forward into 
the Corporation, the calculations as they would apply in the Cor- 
poration ? 

Senator Monroney. That is what I would like. 

How much you discount the expenditures that were made but not 
yielding of full value. 
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Mr. Burton. All right, sir. 

Mr. Dean. Mr. Chairman, I should point out that the Corporation 
bill does set forth rather clearly the standards which will determine, 
for example, what capital costs of Washington National Airport will 
be counted. The fund of the Corporation on which interest must 
be paid will take into account the original cost less depreciation and 
the usable value to the airport if clearly less than cost. Obsolete and 
unusable facilities and equipment will be deducted. 

The Directors of the Bureau of the Budget at such time as a Corpo- 
ration is formed has to give the final approval. However, the text of 
the bill does contemplate that the airport will not carry costs in excess 
of what were real, original costs to the Government, minus all appro- 
priate depreciation and unusable assets. 

Senator Monronry. What factor will you put in for the Federal 
contribution under the Federal Aid to Airports Act? 

Mr. Dean. This is also provided for, sir, in the text of the bill. It 
is assumed that the fund will not include the equivalent of what the 
Federal Government could have provided as a maximum grant to a 
local sponsor under the Federal Aid to Airports Act. 

Senator Monroney. So, credit will be taken for that component ? 

Mr. Dean. That is correct, sir. 

Senator Monroney. And the same will apply to Dulles Interna- 
tional ? 

Mr. Dean. The same will apply to Dulles International. 

Senator Monroney. I see. And that component would be some- 
where in the neighborhood of 50 percent on the runways and about 
a third on the buildings? 

Mr. Dean. It would be based on the maximum allowable under the 
standards used for the Federal Aid to Airports Act, that is correct. 

Senator Monroney. What about the roads and highways? 

Mr. Dean. We have not, attempted to develop detailed answers on 
how every single element such as the rather unusual access road—— 

Senator Monroney. Certainly, I don’t think on Washington Na- 
tional that you would need to include any highway construction. 
That serves a very major purpose on the flow of traffic north and 
south. While airport traffic is important it is a small part of the 
total traffic that the highway bears. And then only the access roads 
to a limited degree would be chargeable and I personally don’t think 
you should count any of the access roads in there. 

Mr. Burron. We do have about 15 miles of internal airport roads 
at Washington National. We will have major access roads as well 
as internal roads at Dulles. These costs are presently being computed 
as We are getting in the figures, and as the new contracts are going out 
on the Dulles International Airport. We are almost at the point 
where we will be settled down on the costing of Dulles. 

Senator Monroney. If you are going to try and cost all the access 
roads nowadays that they are being forced to build at Dulles, you are 
going to have a tremendous cost factor which will mean, then, that 
to service that access road, to bring it into connecting links with your 
superhighways—lI don’t mean the roads on the airport, I mean the 
roads to the airport—you will have a cost factor in there that is going 
to saddle you with a vast volume of appropriations every year to bail 
you out; whereas, if your cost factors don’t include the access roads, 
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which very few cities in other airport operations do include, then you 
might be able to show a profitable operation in a few years on both 
the airports. 

This is what I think the committee would like to see, don’t you 
think, Senator Engle, if we could possibly have a sound business op- 
eration to pay for the actual airport facilities. 

Senator Encir. Yes. 

Mr. Dean. Mr. Chairman, this Dulles access road does present : 
unique problem to the Agency, as you know, since it will form to serve 
only the airport and airport traffic. I think an indication of the com- 
mittee’s views as to whether this would be a proper item to be included 
in the capital base of the Corporation would be a very significant fac- 
tor in deciding that amount. 

Senator Monroney. If that road was only going to be used by 
people showing a ticket to use a plane, that would be one thing, but 1 
venture to say our good friends living in Virginia are going to find 
that a very good access road to daily employment in the District of 
Columbia. 

To saddle the airport with the cost of an 18- or 20-mile superhigh- 
way, you would be loading the airport facility down with a cost that 
I don’t think could be chargeable at all to the airport. 

Mr. Pytr. Mr. C hairman, | I think it is appropriate to point out that 
the policy that the Agency is following in the construction and use of 
the funds that the Congress has made available for the access roads 
is to restrict it to the users of the airport. This includes not only the 
passengers, but the employees, visitors, mail, and commercial carriers 
who naturally must get to and from the airport. Now we intend to 
have limited access from communities to enable those people in the 
communities, passengers, and employees, our own and the air carrier’s, 
concessionaires, and others, to get to the airport from a community 
along the highway such as, for example, Herndon, and to get from 
the airport back to their community. But we are not going to provide, 
initially, access from Washington to Herndon over this highway be- 
cause we envision that this would swamp the highway to the point 
that it would make it difficult for the airport passenger and the airport 
user to get to and from the airport. We would have a Shirley High- 
way situation building up out there very rapidly. 

Now, we are making provision with sufficient right-of-way so that 
at the time that the State or the local community wishes to build an 
outside lane they can do so. We will provide the right-of-way, but 
they will build the road at their expense, and this will then make it 
possible for the community to use that right of way to get to and 
from Washington. 

We feel that the initial purpose and the funds that were made 
available by the Congress exclusively to the Federal Government 
should be used for the benefit of the airport. 

Senator Monronery. I have sat in a few appropriation meetings 
where the great State of Virginia has not been at all reluctant to 
beef up and widen and strengthen roads that appeared to me to be 
strictly part of their State highwe ay system, but which were demanded 
because of increased traflic over them because of the location of this 
airport. I hope that when you submit the breakdown of costs on 
which you intend to capitalize the Washington National, you will give 
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us some idea of those costs which will be set aside as nonairport costs, 
and then give us a category of access costs and what a proper distri- 
bution of these costs would be toward traffic and service to the vast area 
of Virginia that will be opened up to it, so we will have some basis 
on which to see how this is going to affect the ultimate user charges 
that must. be made to the airlines and to others that will be using this 
fine new airport. 

Mr. Pyrite. We will submit, I suppose one could call it, a balance 
sheet worked out 

Senator Monroney. It would be tentative, of course, because I 
understand the Budget Bureau must approve it, but we would like 
to have at least a sample set of figures, wouldn’t you, Senator Engle? 

Senator Eneoir. May I ask a question there? 

Is the premise of this discussion that airports ought to pay their 
own way ? 

Mr. Pye. Senator Engle, we have found remarks in the Congres- 
sional Record in this respect, and I think an entirely proper one, that 
the eventual operation of these airports should pay their own way, 
and it is the premise on which we have based this bill. 

Now, I think it is only proper to point out that we cannot expect 
the users initially of the Dulles Airport to bear the full cost of this 
airport at the outset, or maybe for the first 10 years, because it will 
take some time to develop schedules and develop business out there, 
and this is just natural, but eventually I think they should pay their 
own way, and this is the basis on which we have premised this bill. 

Now Washington National—— 

Senator Eneier. I don’t agree with that premise at all. I think 
users ought to pay some part of it, but it is just as illogical to say 
that the air traffic and the air passengers ought to pay the full capitali- 
zation of runways, access roads, and the whole works on an airport 
which is a public facility, as it would be to say that the users of the 
highway ought to pay the whole load on that. I just never agreed 
with that. I think that there are features in an airport that ought 
to be self-sustaining, such as the service facilities and concessions 
and this, that, and the other thing: but to say that an integral part 
of our transportation system in which the public has an interest just 
as it has in an integrated highway system—we are trying to set up 
an integrated airport system—to say that the users ought to pay every 
dime of that and capitalize it out and charge it off like you would a 
toll road, in my opinion that is wrong. I hope we don’t ever adopt 
that philosophy. 

I think users ought to pay what they are able to pay and can reason- 
ably pay, and after that if it is in the public interest to maintain an 
integrated airport transportation system in this country, the public 
ought to be willing to pay for that just like they do highways. 

Mr. Pytx. Senator, I can’t say that I agree wholly with your posi- 
tion, but let me point out this: That this is the very basis on which 
the Federal aid to airports program has been premised ; namely, that 
the Federal Government has a responsibility in this area, particularly 
in the area providing adequate safety. 

Now, what we are “talking about: basically are operating costs and 
payment of a certain amount against capitalization in the form of 
depreciation. I think this isa fair statement; isn’t it ? 
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Mr. Dean. Yes. 

Mr. Pyte. Now, when we talk about the basic provision of the facili- 
ties the community and the Government together provide, this com- 
munity must recoup its operating expenses for that airport, and there 
just isn’t a chance, frankly—and I have watched it in many commu- 
nities—to compete with hospitals, sewers, and other things. These 
airports must be operated from their operating revenues, basically, 
and I think this premise is a sound one. 

For the provision of the initial facilities the philosophy of the Fed- 
eral aid to airports program has been followed and 1s still being 
followed. 

Mr. Dean. I think it might be well to point out, Senator, that 
Washington National Airport, no matter how you calculate the orig- 
inal cost, is now operating at a profit to the Government of the U nited 
States. That is, if you were to assume full payment of interest, the 
amount of receipts from WNA so greatly exceeds the current operat- 
ing costs that the carrying of interest on the investment could easily 
be handled, and a surplus, in fact, is being generated. We can present 
that in more detail. 

I should like also to point out that the provision for being self- 
sustaining is limited by two factors, one of which the chairman has 
already brought out; namely, the interest on the investment will not 
include that portion of the cost of the airport which would normally 
be a Federal grant under the standards permitted by the Federal Aid 
to Airports Act if these were airports of a State or local government. 

The bill itself also permits the Congress, should it so desire, to 
make good losses which are incurred by the Corporation. That. is, 
it would give the Committee on Appropriations an opportunity an- 
nually, as a part of their review of the corporate-type budget with its 
presentation of balance sheets, to determine whether or not there 
should be some element of subsidy permitted for the airport opera- 
tion. We have, however, in section 5 included what has always been 
the standards that have been imposed on us operating WN A, a state- 
ment of congressional policy to the effect that in the long run, and in 
general, these will be operated as self-sustaining enterprises of the 
Federal Government. 

This is subject to review by the Congress under the corporate form 

zach year, and adjustments can be made. We have also previously 
indicated that the access road does present at Dulles a very special 
problem subject to alternative ways of treatment. 

Mr. Pye. Mr. Chairman, I would like to add one point which I 
think Senator Engle has brought out, to be responsive to your com- 
ment. 

I think we also must consider that there are, let’s say, two basic 
classifications of airports: those that are large that are ina position to 
be self-sustaining to a degree. I don’t suppose you can cal] them 
strictly business financi ing, . that they would ever be wholly self-suffi- 
cient because of the capital investment or grant that the Government 
has init. Then there are other smaller airports which I don’t believe 
for some time to come are in a position to be self-sustaining, and those 
are the ones in which you and I have a mutual interest, such as the 
general aviation airports. I think those will continue to have to be 
subsidized by the local communities, counties, municipalities, or even 
State governments. 
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So I think there is a degree. The big airports are in a slightly 
different category, of course, the foremost instance, the New York 
Port Authority in New York, the Los Angeles Airport. 

Mr. Dean. One additional point that might help clarify the revenue 
situation for the committee is this: that a very hive portion of the 
revenues now derived from WNA and expected to be derived from 
Dulles do not come from landing fees and other charges directly on 
the carriers and reflected in the tickets purchased by the passangers. 
The concessions, which provide for the housing, feeding, servicing and 
insuring of persons utilizing the airport, constitute a very substantial 
portion of the income and, in fact, are what makes it possible to 
seriously contemplate a self-sustaining operation without throwing 
the entire burden on airlines and the passengers. 

I believe Mr. Burton can elaborate on this. 

Mr. Burron. The concession revenues at the National Airport. for 
1959, for example, are $1,622,000, roughly, and they are going up. 
They did go up over the previous year. 

The landing fees, field use revenue amounted to about $646,000 in 
total; rentals almost a million, utility sales a little in excess of a half 
a million, and management service, which defined are things that we 
operate, about $100,000, parking meters and the turnstiles, usually 
coin-operated devices for the public. 

Senator Monroney. In other words, you feel that you need a cor- 
poration because even at Washington National today the public and 
Congress know very little about the actual net result of the operation 
of this facility. In other words, we take our gross, we turn that into 
the Treasury. The Congress appropriates back to Washington Na- 
tional something in the neighborhood of $3,474,000, but the income 
never meets the outgo because they come through two different de- 

artments and for that reason it is very hard to establish whether good 
usiness practices, good control of expenditures, amortization and de- 
preciation charges have been met. 

Is that a correct statement ? 

Mr. Burton. Yes, sir; appropriations are made for out of pocket 
costs—not for computed interest and depreciation expenses. This 
appropriation has no particular relationship to revenues or total busi- 
ness expense. 

Mr. Pyte. I think, Mr. Chairman, the basic objective that we feel 
is so important if we are going to do our job properly down there at 
Washington National is to have the practical authority and flexibility 
to move in whatever direction is required to meet the demands of the 
traveling public and the users of the airport. This is our basic objec- 
tive and we feel that this device, a Government corporation, is the only 
sound way, proper way, and still report to the Congress what we are 
doing. This is the way we get the job done properly. 

Senator Monroney. Do I understand if you had a corporate setup 
and you were showing a credit balance, a surplus, over your operation, 
that some of this money that has now been turned into the Treasury, 
could be plowed back into the airport and maybe we might find the 
north aad south terminal connected by an all-weather corridor with- 
out getting blasted out by prop blasts or gasoline fumes or you might 


even be able to polish up the dismal cell-block type of finger loading 
ramps you have there. 
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Mr. Burton. Yes, sir; exactly. 

Senator Monroney. In other words, today it would take appropria- 
tions from the Congress, but the necessary and normal expansions 
could be done as a normal part of the operation. The program of the 
corporation would be presented for review of Congress with balance 
sheets showing what revenue is anticipated, what the gross expendi- 
tures will be, and such capital and major projects as are undertaken, 
This gives the Appropriations Committees an opportunity to specify 
in language or in reports any limitation that they wish to place on the 
management, but once having approved this corporate type budget 
submission and having indicated any limitations, the Corporation 
then may, as you correctly put it, use its receipts during the year to 
meet the bona fide requirements of service which are imposed on the 
airport by the users, and it will permit, and this is one of our strongest 
arguments, our using current receipts to swiftly adjust to conditions 
which not only may involve severe inconvenience but may actually 
have a significant element of hazard or hardship for the persons using 
the airport. Yet the Corporation is totally accountable, and would 
have to explain and present this to the Congress and be subject to full 
stewardships for having made these judgments wisely. 

Senator Ener. May I ask a question, Mr. Chairman ? 

Senator Monroney. Yes. 

Senator Enaue. Isn’t the difference in what you propose that under 
the existing procedure you have to outline a program and get appro- 
priations for it, whereas under the procedure you proposed, the cor- 
porate entity, you would have the moneys coming in available for 
use as you saw the necessity for it ? 

Now, there is only one thing about that that troubles me and that is 
what happens if you get really bad management. Then as I see it 
the bad management could deplete the funds, use the current revenue, 
and face the Congress with a fait accompli as far as the fiscal situation 
of the airport was concerned. In other words, the Congress can 
second-guess you, can run a bail-out operation, but couldn’t control 
by prior appropriation the activities of the Corporation. I think 
that is the basis of what Mr. Campbell is saying in his statement, 
namely, that this Corporation will be freed from the ordinary fiscal 
controls of the Congress and as a consequence in the event of bad man- 
agement all we would be running isa bail-out procedure. 

Now, what is your answer to that? 

Mr. Dean. Senator, Mr. Seidman will be able to comment from 
the Bureau of the Budget point of view on the problem generally, 
but we would say this: The Government has created 14 or so Gov- 
ernment corporations under the Government Corporation Control 
Act which the Congress enacted to deal with commercial-type opera- 
tions. In every one of these cases the Congress makes the decision 
that there is need to provide flexibly and promptly services to the 
public, and that a commercial situation warrants giving the Corpora- 
tion certain management flexibility subject to annual review by the 
Congress and subject to all the limitations of the Government Corpora- 
tion Control Act. 

You are absolutely correct, an irresponsible management could, 
under the corporate form, be able to make some undesirable expendi- 
tures, but I can assure you that an irresponsible management under 
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the present form within the flexibility provided by the existing ap- 
propriations could also make some really horrible mistakes. 

I think we must say this, Senator E Sade. that we have the safe- 
guards of the Gov ernment Corporation Control Act, we will have the 
safeguards of the annual review by the Congress of the corporate- 
type budget, we have the limitations imposed on the pending bill, 
and we have the expectation that the Administrator of the Federal 
Aviation Agency will provide for effective management of the Cor- 
por: ation. 

There is no way in Government to build in a complete safeguard 
against the inept or the irresponsible. We think the total benefits will 
be on the plus side from this flexibility. 

Mr. Serpman. Senator Engle, I think I might elaborate on that 
from the viewpoint not only of the problem before us but from our 
general experience with Government corporations. In dealing with 
the budget. for business enterprises of varying types it has been our 
experience where we are dealing with an enterprise of the type of 
the Washington National Airport the procedures under the Govern- 
ment Corporation Control Act provided for more effective control 
by the Congress, as well as by the President, than do the procedures 
which are normally applied to Government agencies. The reason being 
that the attention of the Congress is directed to the things which 
ultimately cost money as far as the Treasury is concerned, which have 
an impact on the Treasury. You can’t control a business enterprise 
by ap and determining how much money you are going to make avail- 
able for the m to spend during a year without reference to what the 
income is going to be. Money will have to be paid from the Treasury 
only if expenditures exceed income. I think there is a greater danger, 
where a business enterprise is financed wholly from annual appropria- 
tions without regard to revenues, of having bad management than 
under a Government corporation. 

The Government corporation each year, under the procedures of 
the Government Corporation Control Act, has to come in with a 
budget to the Congress which is reviewed by the Appropriations Com- 
mittee and they review the program. The Congress under the Gov- 
ernment Corporation Control Act has full authority to put any 
limitations which it may deem desirable on the use of the funds by 
the corporation; but, once the Congress has approved the program, 
the corporation can make such expenditures as are found necessary 
within its available financial resources to carry out its approved 
program. 

Senator Ener. May I proceed with one further question ? 

Senator Monroney. Yes, sir. 

Senator Enoir. I have before me the Comptroller General’s letter, 
September 10, 1959, and his point 6 of that letter addresses itself to 
this business of a Government corporation and refers to the state- 
ment made. It says 


The Administrator’s transmittal letter states that “A commercial airport op- 
eration is precisely the kind of predominantly business-type activity for which 
the Congress has made provision by enacting the Government Corporation Control 


Act of 1945.” 
And to proceed then with his comment : 


This statement seems to suggest that recognition by the Congress of the cor- 
porate structure as an acceptable means of conducting certain Government 
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activities may be regarded as a declaration of congressional intention that the 
corporation structure for certain types of activities is to be preferred over the 
conventional organizational and financing structure. We believe that this 
concept is not compatible with the Government Corporation Control Act and 
related circumstances. Instead, the basic intention of the Congress in enacting 
the act was to give it the means to exercise control over, and otherwise restrict, 
incorporated activities rather than to create new corporaions. 

This view is supported by section 304 of the Government Corporation Control 
Act (31 U.S.C. 869) which abolished all then existing corporations unless they 
were rechartered by the Congress before June 30, 1948. Only a few new cor- 
porations have been chartered since enactment of the act, and the total number 
of such organizations which now are operating as going concerns represents 
a drastic reduction from the number in existence when the act was enacted. 
Moreover, a number of activities which have characteristics similar to those 
corporations approved under the act are now operating as conventional organi- 
zations with financing provided through regular budgetary and appropriation 
processes. 

Now, as I recall the situation, we have a proliferation of Govern- 
ment corporations and the Congress got a little tired of it so the 
Congress just blew the whistle on the whole works and said, boys, fall 
out and then fall in after June 30, 1948, and only a few fell in after 
that and reorganized and are now in existence which, it seems to me, 
goes precisely in the opposite direction from the argument now being 
made in behalf of this Corporation, that is, that Congress didn’t in- 
tend by this act of 1948 to undertake the corporate management of en- 
terprise such as this but intended to restrict them. 

Mr. Semman. Senator Engle, I can’t fully agree with the state- 
ments made by the General Accounting Office. 

Senator Enete. I don’t suppose you would, but what I am trying 
to find out is historically if what the General Accounting Office says 
is correct and whether my recollection of what occurred at that time, 
and I was in the House of Representatives at that time, that is we have 
a proliferation of these Government corporations which operated to 
a large degree outside of the customary fiscal controls of the Congress 
in which appropriations are made prior to action being taken rather 
than after and for that reason Congress enacted this act to stop, 
really, that sort of business rather than to promote it. 

Mr. Seman. I was associated with the work in the development of 
the Government Corporation Control Act, so, my recollection is also 
rather fresh on this matter, and what you said is correct, we were 
very much concerned at that time with the proliferation of Govern- 
ment corporations, particularly where they were employed for other 
than appropriate purposes. They were being used for many different 
kinds of things. Many of them were not business enterprises at all. 
There were a whole series of institutes established for conduct of vari- 
ous programs in Latin America, for example; they were not business 
enterprises at all. 

We were also greatly concerned at the time that many of these 
Government corporations had been chartered under State law which 
created a rather anomolous situation of an instrumentality of the 
Federal Government being subject to State law. The work leading 
to enactment of the Control Act was initiated by the Byrd committee, 
by Senator Byrd, chairman of the Committee on Reduction of Non- 
essential Federal Expenditures, which carefully reviewed this prob- 
lem. One of the objections which they found, and everyone agre 
we should not have U.S. Government corporations chartered under 
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State law. The Control Act, consequently, provided that those cor- 
porations either be liquidated or rechartered under Federal law. 

I personally was associated with that work and worked on the 
liquidation of many of the corporations which had been chartered 
under State law, but the committee and the Congress at that time very 
clearly recognized that for certain types of programs the Govern- 
ment corporation device was useful and superior to other ways of 
carrying out the Government’s business. 

I would call attention to what the Senate report said on this, and 
this is Senate Report No. 694, the 79th Congress, 1st session, which is 
the report on the Government Corporation Control Act, in which the 
committee says: 


The corporate form of organization is a useful device for carrying out a 
variety of Government services and programs for the continuing as well as 
an emergency character. 


And there is nothing in the committee report on the Government 
Corporation Control Act which indicates any congressional intent 
that no new Government corporations be henceforth created; on the 
contrary there is a recognition that you need new types of control 
for dealing with business enterprises, that you should establish ap- 
propriate control over Government corporations and that the Govern- 
ment corporation should not be used indiscriminately but should be 
only used for appropriate purposes. This is one reason why we have 
we very few proposals from the executive branch in recent years for 
new Government corporations because they have been scrutinized very 
carefully and have only been proposed in those cases where a very 
demonstrable need has been shown. 

On the management side our experience has been that we are 
dealing with an enterprise which is selling services which are to be 
paid for by the users. In these instances when you appropriate 
the money you do not have a positive incentive on the part of the 
management to recover the cost because this becomes then a matter of 
bookkeeping. You have also a problem for the users because if their 
rates are raised or changed, the increase they are paying does not 
necessarily get used for their benefit but goes back into miscellaneous 
receipts in the Treasury. 

Given this type of business enterprise, we think the corporation ap- 
proach not only provides a more effective control by the Congress but 
provides an incentive for better management and a means for better 
service to the users who are paying the cost. 

Senator Enaie. May I ask one further question? The Comptrol- 
ler General seems to feel that the necessary flexibility to enable the 
management of this airport complex to operate effectively can be 
achieved without the necessity of settmg up a Government 
corporation. 

In other words, he says you don’t have to go the whole route, you 
don’t have to legislate behind suit with reference to the management 
of these corporations in order to achieve a degree of flexibility which 
makes it possible for the management to meet emergencies. 

In other words, he says, I quote one of his sentences here, and I 


quote his letter again addressed to Senator Magnuson of September 
10,1959, he says: 
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One such alternative is for the Congress to authorize an appropriation in the 
stated amount for a permanently available separate emergency fund. 

Now, the difference between that and what is proposed is this, that 
the emergency fund could be limited in amount. For instance, the 
Congress could provide $500,000, or a million dollars in an emergency 
fund, and emergency use of that fund which would permit the man- 
agement, then, to make management decisions at the time on emer- 
gency matters within a limited amount of money would be avail- 
able, but not the whole $4 million in the gross revenues of the airport 
facility. 

Let me summarize it this way. Will you define for us what the 
net advantage is in the proposal which you suggest as against the 
alternatives suggested by the Comptroller Gene ral, namely, an emer- 
gency fund which would be free to be used to meet management de- 
cisions but would not probably, in the discretion of the Appropria- 
tions Committee, exceed more, perhaps, than a fourth of the gross 
annual income from this airport operation ? 

Mr. Serpman. I think we would have the same difficulties in esti- 
mating how much should be made available for emergencies because 
I think the emergencies in their nature are equally unpredictable. 
More important is the fact that the emergency fund provides none of 
the incentives which we would consider desirable for better manage- 
ment and does not provide a basis, other than in a very limited way, 
for providing better service to the users who are paying the charges. 
The benefits would only be very limited. 

The Comptroller General previously, when a similar bill was 
presented to the Congress some years ago for the Washington National 
Airport, did propose a revolving fund which would have provided 
some increased flexibility above what he is now proposing. I under- 
stand they have altered their position with respect to the use of re- 
volving funds. 

Furthermore, there are other advantages which are present in the 
corporate device, such as the right to sue and be sued. Again, this 
relates to the business nature of the operation and that the users, as 
they would in relationships with any other business enterprise, would 
have the right to sue. This is just another example where, outside of 
this financial sphere, the corporation would have greater flexibility in 
carrying on its operation. 

Mr. Pye. Senator Engle, you understand I am not a financial man, 
but I understand the point you make. However, it seems to me, and 
perhaps I can comment more strongly on this, but it seems to me that 
that basic objective we are after is to provide the users of the airport 
and the Congress with a businesslike operation. 

Now, if we attack the various problems which we feel we are facing 
head-on with this bill by specific provisions, we solve them immedi- 
ately. On the other hand, a piecemeal attack—an emergency fund 
here, a lengthening of the concession agreements with respect to hang- 
ars and other longtime concessions, merely chipping away at the 
problem—we would take forever and a day to get there. This bill is 
one device which at one fell swoop gets the whole job done and yet at 
the same time provides adequate controls. 

I think this is the issue we are talking about and I for one feel that 
this is the proper approach to the problem. I am sympathetic to the 
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problems that the General Accounting Office points out, but I don’t 
feel that we are unresponsive to this specific problem inasmuch as we 
build in, under the very terms that the Congress set forth in their 
Corporation Control Act, the necessary limitation of programs. GAO 
audit, I understand, is prescribed, it is a little different type of audit 
but it is an integral part of the Control Act provisions so I don’t think 
we lose control of a situation here. 

I am concerned just as you are with inadequate or inefficient or 
incompetent management, but this is the responsiblity, among others, 
that the Administrator and his staff have to see that it is properly run. 

Mr. Dean. Mr. Chairman, we held a number of sessions with the 
officials of the General Accounting Office at the time this bill was 
under discussion because we very much respect their knowledge of 
financial management and find them a constant source of guidance and 
assistance in the management of the Agency, but in our attempts to 
come to grips with the problems posed by running our airport we 
were forced to conclude that the General Accounting Office does not 
accept any set of conditions in which a Government corporation has 
a valid right to exist. 

What we are simply doing is to say that the Congress in its wisdom, 
partly for control purposes and partly to provide a legislative charter, 
set up a specific mechanism in 1945 under which this type of activity 
could be provided. This very Senate committee, in its report favor- 
ing the incorporation of the Washington National Airport in 1954 
pointed out that a corporation was the best mechanism best suited 
when there was a Government activity which was predominantly of a 
business nature, which this is; which is revenue producing and poten- 
tially self-sustaining, which it is; which involves a large number of 
business-type transactions with the public, which is certainly the case; 
and which requires greater flexibility than the customary type of 
proposition budget ordinarily permits. 

Mr. Chairman, the Administrator of the Agency, Mr. Pyle, Mr. 
Burton and all of us who have struggled with managing our reports 
since FAA was set up, and before under CAA, have become con- 
vinced that the committee in 1954 had made a correct and sound 
analysis, that we do have a need for this type of fiscal flexibility, that 
we do need to be able to settle claims swiftly and be able to act as a 
corporation in litigation, that we need to be able to have certain leas- 
ing and property authority, and that these things will make it pos- 
sible for the Congress to take another step along the path which it 
took in passing the Federal Aviation Act, merely of providing a 
framework for effective management of the functions entrusted to the 
Federal Aviation Agency. 

We believe this deeply from actual experience, and day-to-day 
struggling with the problems of managing the Washington National 
Airport. Soon we will have two that have to be run as an integral, 
areees operation, and we would hope under a single charter, with a 
single set of guide lines and rules. The enactment of this Corporation 
bill will accomplish this, and thereafter the Congress will be able 
to monitor the effectiveness of the Corporation management within 
its statutory charter on a year-by-year basis and assure that we do 


no fail to live up to the obligations of having this corporate mech- 
anism. 
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Senator Monroney. Thank you very much. 

I had considerable misgivings about the corporate structure for the 
Washington airports as long as the airports are being controlled by 
the Department of Commerce. I felt there was no way for aviation 
needs to filter up through that layer of bureaucracy, to emphasize 
safety, progress, and a model airport operation, so I feel differently 
about it since aviation is an independent agency, and feel that there 
are somethings that I think could generate from it. 

For example, I would guess that perhaps the maintenance and 
operation, all the salaries of the runway supervisors, the firemen, the 
multitude of personnel that must be employed, all the other expendi- 
tures would probably show up on the Federal budget as about a $10 
million item. This is the outgo. This would appear in the Federal 
budget to be a very extreme expenditure. It’s an expenditure, of 
course, over which we have very little control because of the increasing 
air traffic, the number of plane movements, things of that kind, why, 
the higher, necessarily, will go the operating costs, but with that 
higher operating cost, because of plane movements and traffic and 
people, perhaps you would be taking in that year, maybe, $9 million. 
So, actually, the budget figure that would show up that year, instead 
of being a $10 million expenditure, would be the net result of the oper- 
ation and it would probably be, if you had $10 million of expenditures 
and $9 million worth of income your budget figure would clearly 
show that you had a million dollar deficit for that year. 

It could be the reverse, if you were in the black; therefore, you re- 
lieve the budget, you relieve the appropriating totals of everything 
except the net result of a business operation at the end of the year. 
With that I am in sympathy, if proper controls could be established 
so that the Congress will be advised that we will not build a new 
terminal or new facilities without some knowledge or predetermination 
of what the anticipated capital expenditures will be. 

Do you feel this bill is properly controlled in that direction ? 

Mr. Dean. Yes, sir; both the Government Corporation Control 
Act and the provisions of this bill would give you those assurances. 
That is, we would submit our annual program which would give the 
Congress all the fiscal information which would be required to effec- 
tively control the Corporation. 

Senator Monroney. Who do you report that to? 

Mr. Dean. This would be tothe Appropriations Committee. 

Senator Monroney. It would still be under the control of the Ap- 
propriations Committee? 

Mr. Dean. That is correct, sir. 

Senator Monroney. And they would OK your anticipated level of 
operating expenses ? 

Mr. Dean. And write in any limitations they saw fit. 

Senator Monroney. Any capital investment you intended to make 
they would also be advised of and that would be approved. 

Mr. Dean. Our capital program would be set forth; yes, sir. 

Senator Monroney. So, in the end, the line item in the appropria- 
tion bill would be the net profit or the net loss that was anticipated 
on those figures for that year? 

Mr. Dean. It would indicate the anticipated balance; that is cor- 
rect, sir. 
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Senator Monroney. And at that time they would be subject to the 
same pressures of the Appropriations Committee to get out of the 
red and get into the black or probably even more so because the two 
figures would be focused before the Appropriations Committee of the 
income and the outgo at that point. 

Mr. Dean. Mr. Chairm: in, you have made these points better than 
we have in our attempts today. This corporate form from its fiscal 
standpoint gives the taxpayers of the country a better picture of what 
the real net “profit or loss is in running these airports, and it gives the 
Congress this story well and effectiv ely , too. 

Senator Monronry. And we are looking, then, at the end result of 
the year’s operation on the anticipated next year’s operation in either 
profit or loss, rather than the total cost which shows up vividly in 
the appropriation figures and the income gets lost in the amount that 
is reimbursed to the Treasury under a separate act. 

Mr. Dean. That is correct, sir. 

Senator Monronry. Do you intend on the corporate structure to 
issue any debentures or evidences of indebtedness to the Treasury for 
the capital cost that you assume in this setting up of this Corporation 2 

Mr. Dean. Mr. Chairman, we originally considered having borrow- 
ing authority from the Trea ‘sur y because this had been a power granted 
to other corporations. The bill as we have submitted it does not so 
provide; that is, our fund from which the Corporation would be 
financed would have the existing assets and appropriations of the air- 
ports put under the Corporation ; it would have the receipts from serv- 
ices rendered, and it would have appropriations from Congress. 
These would be the only sources of money to operate the Corporation. 

Senator Monronry. Would it be possible, under this, if you found 
a large demand—I presume you are building a good many hangars 
and facilities which would be rented on a long-term basis to the 
various airlines and service facilities, particularly at the new airport— 
to consider revenue bonds so that direct appropriations would not be 
necessary ? 

Mr. Dean. The present bill would not convey any such authority, 
Mr. Chairman, 

Senator Monroney. Later, after the Corporation is going, an act of 
Congress could provide for that? 

Mr. Dean. Borrowi ing authority could be granted by the Congress 
if it chose. Mr. Seidman is more familiar than I am with what other 
corporations have in this regard. 

Mr. Semman. This has been provided, Mr. Chairman, as you know, 
recently for the Tennessee Valley Authority, and the St. Lawrence 
Seaway Corporation sells its revenue bonds to the Treasury. It has 
not been provided here. 

Again, this is in terms of control, the funds for any major capital 
expansion for this Corporation must come from appropriations. The 
advances are made from the appropriation to the fund of the Corpo- 
ration. They pay interest on an appropriate part of that advance, 
but we ae not provided for borrowing authority here, it was not 
felt to be necessary. 

Senator Monroney. As the distinguished Deputy Administrator 
knows, in my own city of Oklahoma City we have carried on a build- 
ing program, part of which we lease on a lease basis to the FAA, 

61868—60——3 











30 NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 


part of which we build hangar space, and all on a revenue-bond basis. 
This takes away any obligation of the taxpayers, because the leases on 
these facilities are made to liquidate the indebtedness in about 20 to 
25 years as the revenue comes in. If it were later developed to be a 
pattern that could be followed under authorization of Congress, it 
might even relieve the taxpayers of the construction of revenue-pro- 
ducing facilities without the need of dipping into the Federal Treas- 
ury or even placing our revenue bonds within the Treasury, would 
it not 

Mr. Srrpman. This is correct, and this alternative, Mr. Chairman, 
is an alternative which is only possible with a Government corpo- 
ration. 

Senator Monroney. This is the point I wish to make: That we 
could not possibly do it under a Government agency operation. 

Mr. Serpman. That is correct. 

Senator Monronry. And that there might be other facilities that 
also could be relieved of the budget expenditures, but not the control 
of the Appropriations Committee in this way. 

Mr. Srerpman. That is correct, and the use of even revenue bonds 
would not relieve them of going before the Appropriations Commit- 
tee each year. ; 

Senator Monroney. That is what I said. 

Mr. Seman. I should point out here it is customary in the case of 
all Government corporations, except the TVA where the Congress has 
not done it, for the Appropriations Committee each year to include 
a limitation on administrative expenses in the budget. Instead of 
appropriating a specific amount, the Congress limits the amount of 
the funds available to the corporation which can be spent for admin- 
istrative expenses. 

Senator Monroney. Let’s get back to some practical things that we 
know about on the airport. For example, it took you how many years 
before Congress finally authorized a rather substantial expenditure 
for the high-speed turnoffs that you are putting in at Washington 
National ? 

Mr. Burron. I don’t recall the exact time that it took on the high- 
speed turnoffs that are in now, that are presently being used. With 
respect to the large number of deficiencies which were existent at the 
time that I went out to the airport, about 2 years ago, we just now have 
before the Appropriations Committee, successfully, a phase program 
to get into some additional high-speed turnoffs, bypass taxiways, 
expanded ramp, enclosure of those very dangerous concourses that 
you mentioned, and some other matters of that type, almost all of 
which are to improve safety. I believe there is only one item that 
is strictly public convenience, and that is the oldest baggage room on 
the airport which will not even accommodate baggage from a DC-3, 

much less any of the other larger airplanes. 

Senator Monroney. In other words, it is about a 2-year time from 
the germination of a plan before it finally is funded by the Appropria- 
tions Committee, if it is a substantial investment in safety or facilitat- 
ing the greater plane handling and takeoff rate; is that not correct! 

Mr. Burron. That is correct. As to the availability of the funds 
you have to add to the time cycle after that the time necessary for 
the architectural and engineering work on specifications and plans, 


—- ro D+ o—~ 


rPnPrr Ss we tl 


at 


om 
‘1a- 
‘at- 
ct! 
nds 
for 
ins, 


NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 31 


the contracting time, and the actual completion of the construction. 

Senator Monroney. And this, since it does not bear the budget im- 
pact of money expended, but more or less money invested in the fa- 
cilities, would probably clear the Appropriations Committee, after 
they knew about it, were informed of it, and approved of it, a greater 
speed in relationship to economy of construction or phasing the pro- 
gram so that one runway would be useful even though you waited 
until the next year for the next runway 4 

Mr. Burton. Yes, sir. 

Senator Monronry. To achieve this in an orderly and a more eco- 
nomical construction pattern ; is that correct ? 

Mr. Burton. In other words, a reduction of that time cycle and 
ability to phase this on a more businesslike basis definitely contri- 
butes to a lower cost of the facility you construct. We have had cer- 
tain items that have more than doubled in cost before they actually 
could be undertaken, from the time they became necessary. 

Senator Monroney. On other safety matters such as runway light- 
ing and particularly high intensity hghting on more than one run- 
way, this is one of the things that this committee is most concerned 
with. This would be more expeditiously installed, do you think, 
under a corporate management ? 

Mr. Burron. I believe so. There are certain of the lighting fa- 
cilities that come in as direct cost to the air traffic control and navi- 
gation costs of the agency. In other words, the instrument approach 
system includes lights, as well as other electronic devices. 

Senator Monroney. You pay 100 percent of that, but you have to 
go out and get the right-of-way and you have to do a lot of other 
things. 

Mr. Burron. Yes, sir; all of that can be done in advance, we think. 
The planning can be done in advance. 

Senator Monronry. You feel there would be a speedier accomplish- 
ment of certain safety factors if you had the corporate structure ? 

Mr. Burron. Very definitely. 

Senator Monroney. But no loss, necessarily of control, because it 
would fit into the income and outgo budget which would be made 
up? 

Mr. Burron. Yes, sir. 

And these programs, of course, as they are set forth and approved 
from year to year, may well include these very types of things you 
are talking about, so that revenues can be applied to doing them, but 
the Congress has already had a look-see at it and will have a look- 
see at it again next year. 

Senator Monroney. Let me ask you a question which worries me. 
Suppose you are running in the red and you have been raked over 
the coals for 2 or 3 years for maybe having a red figure in the opera- 
tion, would that tend on the reverse side to make the appropriations 
method a better method of getting to the safety features? 

Mr. Burron. I think in either case we would have to inform the 
responsible committees in Congress of this situation. If appropria- 
tions are necessary, they are necessary in either case. 

Senator Monroney. In other words, if you needed a longer north- 


south runway that was going to cost $5 million you would come out 
at about the same place? 
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Mr. Burron. Yes, sir. 

Senator Monroney. It is highly unlikely that you would have that 
much surplus to do the major things, I would think. 

Mr. Dean. Mr. Chairman, [ should point out that this fund could 
conceivably have in it in a given year considerably more money than 
the actual receipts that came in to it during the year. 

For example—and this is a bridge which has not been crossed— 
the Appropriations Committee would have to decide how large an 
initial appropriation for the Corporation they wished to approve. 

Now, that appropriation from which money is moved into the fund 
by the manager could be at whatever level the Appropriations Com- 
mittee felt was necessary to permit swift response to operating situ- 
ations without having to come back to the committee. 

We do not, for example, contemplate, that the program set forth 
in the Corporation’s budget would prevent us, from moving in quickly 
to provide a blast fence or to do a major repair on a runway where 
a serious condition had developed. 

It would be expected that the flexibility of the Corporation would 
permit quick response to emergencies. That type of thing should be 
different from a plan to build new hangars, which would clearly be 
set forth in the capital program of the Corporation and would prob- 
ably require, in the absence of borrowing authority, a specific appro- 
priation for that purpose in the normal budget cycle. 

Senator Monroney. Senator Engle? 

Senator Enexie. The budget submitted is not binding, is it? 

Mr. Serpman. I might answer that. The budget is binding, it is 
not advisory, it is part of the regular budget process. 

I think perhaps so much of the discussion here has been on this 
point I should read the applicable section of the Government Con- 
trol Act, section 104: 

The budget program transmitted by the President to the Congress shall be 
considered and legislation shall be enacted making necessary appropriations as 
may be authorized by law, making available for expenditure for operating and 
administrative expenses such corporate funds or other financial resources or 


limiting the use thereof as the Congress may determine, and providing for the 
repayment of capital funds and the payment of dividends. 


Senator Enere. But you forgot the last sentence: 


The provisions of this section shall not be construed as affecting the exist- 
ing authority of any Government corporation to make contracts or other com- 
mitments without reference to fiscal-year limitations. 

Mr. Sermpman. That, I don’t think, is related to the budget problem. 
The budget is binding. 

Senator Enate. That is the last sentence in the section ? 

Mr. SerpmMan. This sentence makes clear that the money made 
available is without fiscal year limitations. 

Senator Eneie. I know. And it goes on and says further: 

The provisions of this section shall not be construed as preventing Govern- 
ment corporations from carrying out and financing their activities as authorized 
by existing law. 

When you add to that it makes a further exception with regard to 
section 26 of the Tennessee Valley Authority Act as amended, then 
the last sentence, which I just quoted. 
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In other words, as I read section 104 of this act, which is the Gov- 
ernment Control Corporation Act, the budget submitted is advisory 
and it is not binding and the requirements of the law presently exist- 
ing which would preclude transfer between items, except within cer- 
tain limitations, would not be applicable to the corporate budget. 

Mr. Semman. You can transfer items since this is not a line-item 
budget, and within the approved program the corporation can carry 
out its activities. 

The Congress has rarely seen fit to impose limitations except on 
administrative expenses. 

But, Senator Engle, I can assure you this section has never been 
construed in a way to imply in any sense that the budgets submitted 
are advisory, or that the action by the Congress is advisory. 

The action by the Congress in the Appropriation Act is just as 
binding as it is on any other Government agency. 

Senator Eneie. The Congress cannot do something the law does 
not authorize 





provisions of this section shall not be construed as affecting the existing au- 
thority of any Government corporation to make contracts or other commit- 
ments without reference to fiscal year limitations. 

Mr. Sempman. That is a separate problem. 

Mr. Dean. Exactly. All money for this Corporation in the ap- 
propriation would be without fiscal year limitation. This is a gen- 
eral provision in law. The prohibition, which you cite simply applies 
to whether the money that is made available in a given year from the 
receipts from activities or from appropriations will continue to be 
available past June 30 of the given fiscal year. 

Now, the Congress does not specifically, in a corporation-type 
budget, approve so much money to run WNA, so much money to run 
Dulles International, so much money to carry out normal operations. 
The Congress approves the budget program and then exercises its 
determination where it wants to impose limitations. 

It can impose, and this is frequently done, a maximum limit on 
administrative expenses, if it wishes to safeguard against what it 
thinks are dangers of excessive overhead. It can impose prohibitions 
upon any capital item or any other aspect of the program and that 
becomes ieidlings law. It is true that it attempts to operate more 
on an exception basis in this regard. 

Mr. Serpman. I might point out here, which I think somewhat 
supports our interpretation of this particular section, that section 104 
of the Government Corporation Control Act was amended by Public 
Law 268 of the 80th Congress, because the original section was regarded 
by the Congress as being somewhat ambiguous as to the authority 
of the Congress to impose limitations, the very problem you have 
alluded to. 

The language now appearing in this section which specifically au- 
thorizes the imposition of limitations was added by an amendment, 
and the legislative history of this section and the amendment makes 
it perfectly clear that it was the intent to give Congress authority to 
7 binding limitations on a corporation. 

enator Enexe. I think it would be a good idea to repeat it in this 


act, to know the purpose in order to quell the apprehensions of certain 
fiscal-minded Senators. 








34 NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 


Mr. Sxman. I can assure you, at least speaking for the Budget 
Bureau, that there was no intention by us in clearing this legislation 
to free the airports from budget control by the Congress. 

Senator Enexr. Are you the author of this book ? 

Mr. SempMan. Yes, sir. 

Senator Enetz. Where is Mr. Goldberg? 

Mr. Srmman. He is now in the General Counsel’s office of the Se- 
curities and Exchange Commission. The Budget Bureau borrowed 
him to do the legal research. 

Senator Enaxiz. The book referred to, for the purposes of the rec- 
ord, is “The Government Corporation Elements of the Model Charter,” 
by Sidney D. Goldberg and Harold Seidman. 

That isall. 

Senator Monronery. You have never had a revolving capital and 
management fund available to you for the operation of Washington 
National ? 

Mr. Pyte. No, sir. 

Senator Monroney. How does this differ from that except from 
the standpoint of corporate accounting ? 

Mr. Dean. In a number of important respects, Mr. Chairman. If 
we authorized a revolving fund it is true that it would be possible, 
like the Government Printing Office, to use money that was received 
for services and to use that money to defray current costs, but gen- 
erally revolving funds are internal affairs within the executive branch 
of the Government to handle problems of services rendered to other 
entities in the Government. 

What we hope we can also get are the benefits that come from the 
recognition of a corporate entity, and several of those, while not 
always earth shaking individually, add up to an important asset. 

The Corporation can deal with airlines, passengers, and public on 
the basis of waiving the sovereign rights of the United States on law- 
suits. That is, people can sue the Corporation in its own name and it 
can conduct the litigation in its own name. It has broader authority 
to settle claims that may arise out of the operation of the airport. It 
would have broader authority to enter into long-term leases to the 
great. advantage of the Government where important capital invest- 
ments are to be undertaken by concessionaires. 

We are now trying to patch up our somewhat inconsistent and scat- 
tered authorities in this area. These are just a few of the advantages 
of having a corporate entity in addition to having a revolving fund. 

Senator Monroney. You raised the question about the liability 
feature. 

Do we transfer liability which the Government does not now have 
for an airplane accident that might occur because of failure to clean 
the snow or something off of the runways? 

Do we transfer that ? 

Do I understand you to say the Government now has no liability for 
a suit involving loss of life or physical injury to the Corporation that 
would have to be responsible in that degree? 

Mr. Dean. We have our General Counsel here. 

Mr. Howarp. Mr. Chairman, I might comment briefly on that. 

As you know, the Federal Tort Claims Act does make the Federal 
Government liable for the same negligence or omission that would 
produce liability in a private situation, you might say. 
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This is very clearly taken care of in the bill. The bill makes it 
erystal clear that if a suit can be brought under the Federal Tort 
Claims Act it cannot be brought against the Cor poration. 

In other words, the existing broad Government liability for torts is 
preserved and in the same form that it now exists. ; 

Senator Monroney. So they would sue the Federal Government 
instead of suing the Washington Airport ? 

Mr. Howarp. Correct. 

Mr. Dean. But in its many commercial aspects, Mr. Chairman, it 
would be possible for the airport to operate as a normal litigant—— 

Senator Monroney. Breach of contract or suit for nonpayment of 
fees or things of that kind, you would have an inde pendent organiza- 
tion rather than going throvgh the Attorney General ¢ 

Mr. Dean. This is what it would amount to. 

Senator Monroney. Or the ability to compromise a disputed claim 
or something of that kind ¢ 

Mr. Howarp. Mr. Chairman, I might further clarify this. The 
Attorney General’s right to represent broad legal interests of the 
United States is also preserved ; in other words, w here there is a mé jor 
national issue of law of interest. to the U.S. Government, his authority 
to represent the U.S. Government is also preserved. 

Senator Monroney. Would the Government’s right, for instance, to 
MATS terminal on Washington National or suitable jet terminal at 
Dulles Inte national require reimbursement by the Armed Services 
or by the Air Force of the space and use that they have of hangar 
facilities or terminal facilities or landing rights? 

Mr. erron. I could answer that one if you like. 

We have present arrangements with the Department of Defense 
with respect to hangar 11 “wherein quite critical-type operations are 
conducted and aircraft stored. 

In this case our contract provides with the Defense Department that 
they pay the full going rate for the hangar. This is their desire. 

With respect to properties built by them, one other hangar and 
many other buildings, they provided the maintenance and electrical 
costs and so forth, and the fact that they did so construct is taken 
into account and no charge is made. 

This would continue under the provision in this bill which speaks 
of continuance of contracts. 

Senator Monronry. And they would not be required to pay landing 
fees any more than they would on any other federally aided airport; 
is that not correct ? 

Mr. Berron. That is correct. 

Senator Monroney. In other words, as I understand the Federal 
Airport Act. one of the reasons in justifying the use of Government 
money is that military and Government aircraft are exempt from 
the landing fees at all such airports. 

Mr. Dean. Mr. Chairman, the Air Force has expressed certain con- 
cern lest the present provisions of the bill on this point be misin- 
terpreted. We are in complete agreement that the Air Force should 
not be charged landing fees at the airports and in working with the 
committee and its staff we would be glad to make certain that the 
language removes any doubts that the Air Force has on this score. 
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Senator Monroney. But on the physical facilities such as hangars 
or separate terminal rooms they would be required to pay to the Cor- 
poration an amount reasonably consistent with the services rendered 
or the buildings supplied. 

Mr. Dean. Not in excess of the cost to the Government. 

Senator Monroney. Or if they chose to build buildings there you 
would yield the land to them on a reimbursement basis, would you? 

Mr. Dean. This would depend, I think, on the particular situation. 
All situations, Mr. Chairman, are kind of hard to see in advance. 

We could certainly arrange for a necessary Air Force facility to be 
provided on land that we furnish. 

I think that everyone, including the Air Force, would probably 
wish to minimize the number of such facilities on the civil airports 
in view of the development of Andrews as a more adequate National 
Capital military airport facility. 

enator Monroney. Have you checked carefully into the laws of 
Virginia to see if you are incurring any tax liability or controls that 
pene be inconsistent with the operation of these two airports located 
there 

Mr. Dean. We have gone into this very carefully, Mr. Chairman. 
The bill itself protects the existing agreements with the State of Vir- 
ginia with respect to Washington National Airport. 

With respect to Dulles International Airport there are a couple of 
features that would be rather significant. There is, for example, a 
giving up of the Government’s complete immunity against real prop- 
erty taxes to the extent that the bill would authorize the Corporation 
to pay the appropriate State or local authority real property taxes for 
land taken over, not to exceed the taxes that would have been payable 
on that land at the value it had when it was required. 

Senator Monroney. Frozen undeveloped values are to be continued ? 

Mr. Dean. It would be authorized, sir. It is not mandatory, but 
it would be authorized and I assume with respect to Dulles, where we 
have taken fairly substantial chunks of Loudoun and Fairfax County 
land, this authority would be exercised. It would not amount to a 
great deal of money. 

Otherwise the Corporation bill gives clear authority to the Corpora- 
tion to safeguard the property of the airport, it sets forth the condi- 
tions under which arrests could be made with or without warrant, it 
provides for a scale of penalties for violations taking place against the 
airport regulations on the airport. These are important features of 
the bill. 

Senator Monroney. This extraterritoriality ? 

Mr. Dean. It is not completely, sir. This is authority on the part 
of the Federal Government. It does not exclude the concurrent juris- 
diction by the State. 

We have been conducting negotiations with the State of Virginia 
with respect to the extent to which local police and fire departments 
would operate on the airport. 

This has not been completely determined. The State of Virginia 
has authority under its laws to grant us a certain measure of exclusive 
jurisdiction. Our discussions are entirely amicable and will not be 
adversely affected one way or the other by this bill. 
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Senator Monroney. One of the problems that you will be hearing 
when Dulles is open and the jets are taking off ‘and landing is the 
noise problem. Is there any less authority that the Government would 
have under an FAA operation, Government agency operation, and 
Dulles International, to not compromise safety rules and other things 
because of local ordinances or State laws that might be passed re- 
garding noise abatement ? 

Mr. Drax. Mr. Howard may wish to comment further on this, but 
the operation of the airport under the Federal legislative charter that 
is provided would be a question of the airport management. 

That airport management in turn would be controlled by FAA’s 
own regulations and safety standards. 

Mr. Howarp. I think I might add to that that certainly nothing in 
this bill would alter the basic safety and noise authority of the Federal 
Aviation Act. 

That would be clearly intact as far as the operation of the airport 
is concerned. 

In addition, the airport itself is, in the final analysis, under this bill, 
under the direction of the Federal Aviation Agency Administrator, 
so that he, in his role as the operator of the airport, may place any 
restrictions that he sees fit and wishes as an operator. 

I think in essence all the authority you need to accomplish both the 
objectives that you are concerned w ith would be very strong and not 
inany way diminished by this. 

Senator Monronry. 1 ami still a little confused as to whether the 
transfer of this to a Government corporation would minimize the 
extraterrritoriality that we might enjoy if it were strictly a Govern- 
ment operation. 

Would a law, for example, passed by the Virginia legislature or by 
the county authorities against landings and takeoffs of jet aircraft 
between the hours of midnight and dawn, for example, be any more 
binding on 2 Government corporation as such than it would upon a 
Government agency ope ating a Government facility ? 

Mr. Howarp. Mr. Chairman, in my opinion this bill would have 
absolutely no effect on that problem. 

Senator Monroney. Tell me why, because this land was acquired, 
condemned for Government use. We changed the form of the man- 
agement, corporate responsibility, to a Government corporation. Has 
that in any way diminished or lessened the standing we have having 
taken it for Government purposes directly operated by the Govern- 
ment and move it over toa Government corporation ? 

Mr. Howarp. I believe the fact that it is taken for Government 
purposes and placed in the custody of a corporation does not in any 
way change the; fact that it is still being used by a Government entity 
for Governinent purposes. 

Senator Monroney. Do you have a brief on that or any holdings? 

Mr. Howarp. We would be very happy to make a legal analysis of 
this and present it to the committee. 

Senator Monronry. I think it is an important factor, particularly 
when you consider that this is going to be a jet airport and we have 
had some examples of where some difficulties have occurred on demand- 
ing safety compromises which I think have been rather well resisted 


by FAA to limit takeoffs and to require downwind takeoffs at certain 
times of the night. 
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It isa major problem, I think, when you consider it is being built for 
this purpose and if it is limited to such a degree, why, it could lose 
some of its value. 

Mr. Dean. Mr. Chairman, in advance of the submission of the brief 
I do wish to point out that being a wholly owned Government corpora- 
tion this Corporation continues to be an agency and instrumentalit 
of the United States, that is provided right in the text of the bill. 

Senator Monronery. There is one thing to say it is an agency instru- 
mentality of the United States in the bill, but I wonder what the 
courts will hold. Evidently there have been some tests in line with 
this in the various corporate structures we have had and I recall some 
of them where this matter was raised and a serious question arises: 
Does the Government stand as a corporation in the same power, 
strength and authority that it does as a direct Government operation? 

Mr. Seman. In a series of recent Supreme Court cases, in every 
instance, in the Cherry Cotton Mills case and the Rainwater case, and 
various related cases, in each instance the /Supreme Court has ruled 
for the purpose of general applicability of law there is no distinction 
between a Government corporation and a Government agency. 

In the Cherry Cotton Mills case the Supreme Court said, I am para- 
phrasing from memory, because the Congress chose to call it a cor- 
poration does not differentiate it from any other agency established 
for accomplishing public purposes. 

Senator Eneie. May I ask a question here on that same subject 
matter? 

I received some complaints from people around the Los Angeles In- 
ternational Airport; you have undoubtedly been apprized of those, 
Mr. Pyle. I think some of the proposed regulations regarding jet 
takeoff are related to that airport. It has occurred to me that in the 
establishment of airports where the Federal Government is largely 
involved that some thought ought to be given to acquiring what you 
might call noise easements, people encouraging the establishment of 
an airport then they move right up against the runway, and the next 
thing they are doing is hollering because their slates are being knocked 
off the roof by the vibration of these tremendous noises. 

It would seem to me that there ought to be some way that an area 
could be designed against the intrusion of dwellings within a certain 
area off the end of the airport. Has any thought been given to 
that? Perhaps industry could be put there, something else, but 
when they move right in with those houses, cheek by jowl to the end 
of the runway, and within 30 feet of each other and then scream 
bloody murder because the airplanes shake the windows 

Mr. Prix. Senator Engle, your point is well taken. A lot of 
thought has been given to it. Specifically, we have a clear zone re- 
quirement, one-half mile, 2,600 feet from the end of the runway and 
it is shaped like a cone to protect against the very point you make. 

In the case of Dulles we have procured clear title to land 114 miles 
beyond the end of the runway to insure Government control of this 
particular area and to prevent any dwellings, residences or other 
nuisance factors to get into this area. A lot of thought is being 
given to this. 

We are conducting studies right now, with other Government agen- 
cies involved in this general area, to see if we can’t forestall this very 
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situation which is an extremely troublesome one which I think dem- 
onstrates lack of foresight in the past for this problem. 

Senator Enete. I am certainly glad you are doing that. 

One other question, if I may, Mr. Chairman, because I have to 
leave. The GAO has suggested certain amendments to 8. 2560, they 
are detail matters. For instance, one section apparently would give 
the Corporation the authority to sell the airport if they wanted to. 

I would like to suggest, Mr. Chairman, without asking now for 
detailed comment on these proposals, that Mr. Pyle and his associ- 
ates take a look at these proposals and submit to the committee and 
to its staff their comments so that when we get down to working on 
the bill we will have them before us. 

Mr. Pyte. Weshall do so, Mr. Chairman. 

Senator Monroney. Did you say you will do that ? 

Mr. Prue. Yes, sir, we will do that. 

Senator Monroney. The committee will stand in recess until 10 
o'clock tomorrow morning. 

We have a voting problem on other things this afternoon. We 
will hear the GAO on this tomorrow morning. 

For the record, it is uncertain whether we can go forward Wed- 
nesday afternoon or the balance of this week on the other legisla- 
tion. We will have to permit the counsel to advise you at a later 
time as to our further schedule for the week. 

The committee will stand in recess. 

(Thereupon, at 12:15 p.m., the committee was adjourned, to recon- 
vene at 10 a.m., Wednesday, April 6, 1960.) 
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WEDNESDAY, APRIL 6, 1960 
U.S. SENATE, 


CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
SUBCOMMITTEE ON AVIATION, 
Washington, D.C. 

The subcommittee was called to order at 10:20 a.m., in room 5110, 
New Senate Office Building, Hon. E. L. Bartlett, presiding. 

Senator Bartrietr. The subcommittee will come to order. 

This is a continuation of the hearing on 8. 2560. 

The first witness, Mr. Savage. 

It is correct, is it not, Mr. Savage, that you are accompanied by 
Mr. George H. Staples, Associate Director of Civil Accounting and 
Auditing Division, and Mr. Stephen P. Haycock, Assistant General 
Counsel of the General Accounting Office ? 

Mr. Savage. There is one correction in that, Mr. Chairman, that 
Mr. Staples is sick today and we have with us Mr. Robert G. Meisner, 
who is the supervisory accountant in charge of the audit of the Fed- 
eral Aviation Agency. 

Senator Bartierr. Substitution accepted. 

You may proceed, Mr. Savage. 


STATEMENT OF SIMMONS B. SAVAGE, JR., ASSOCIATE DIRECTOR, 
ACCOUNTING AND AUDITING PCLICY STAFF, GENERAL ACCOUNT- 
ING OFFICE; ACCOMPANIED BY ROBERT G. MEISNER, SUPER- 
VISORY ACCOUNTANT; AND STEPHEN P. HAYCOCK, ASSISTANT 
GENERAL COUNSEL 


Mr. Savacr. Mr. Chairman, we appreciate the opportunity to ap- 
pear here today to present our views on S. 2560, to create the National 
Capital Airports Corporation, to provide for operation of the fed- 
erally owned civil airports in the District of Columbia or its vicinity 
by the Corporation, and for other purposes. 

In our fetter of September 10, 1959, B-120047,we advised your 
committee that we were unable to recommend favorable considera- 
tion of S, 2560, and explained our reasons for this conclusion in some 
detail. 

We have distributed copies of this letter to the members of the 
committee and have additional copies available for those who wish to 
refer to it. 

In the interests of brevity, we therefore plan at this time only to 
summarize the reasons for our conclusion and to discuss some amend- 
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ments to the bill in the event that the Committee decides to give fa- 
vorable consideration to the requested incorporation. 

As an agent of the Congress, we are concerned with any lessen- 
ing of congressional control which may result from incorporation 
or a change to revolving fund financing, which customarily is em- 
ployed in this type of organization. 

This concern is translated in our adoption of criteria by which 
we evaluate proposals such as S. 2650. These criteria are that the 
public interest is best served when congressional control of Federal 
activities is exercised through the annual reviews and affirmative 
action on planned programs and financing requirements which at- 
tend the appropriation processes, and the application of statutes 
and regulations which usually govern the operations of Government 
agencies. We regard any proposal which does not provide for the 
equivalent of these safeguards as a lessening of congressional con- 
trol and a departure from our criteria. 

In our opinion a lessening of congressional control is justified only 
when a net advantage to the Government, in terms of greater pro- 
gram effectiveness and efficiency and economy in operation, can be 
expected to result. 

In reaching a judgment as to the probable net advantage or dis- 
advantage to the Government, we examine the pertinent factors and 
circumstances involved in each proposal and the reasons advanced 
for the change. Unless a net advantage is apparent as a result of 
these analyses, we feel it is our responsibility to recommend against 
favorable consideration. 

S. 2560 proposes to confer on the airports management a substan- 
tial amount of freedom from the restraints which are imposed on 
conventional agencies which are financed by appropriations. When 
we considered the reasons advanced to support the need for this 
change, it seemed to us that some of the objectives, such as improved 
budgeting, accounting, and reporting, could be accomplished with- 
out any change in organization or financing method. 

Others, such as a justified need for financial flexibility to meet 
unpredictable fluctuations in the demand for airport services, also 
can be met through the regular appropriation processes. 

Lastly, but possibly even more significantly, other objectives, such 
as authority to fully develop potential sources of revenue common 
to airport operations, involve decisions as to the scope and type of 
activities to be undertaken and expenditures to be made. 

In our opinion, these are matters which should be subject to the 
review and approval of the Congress and should not be left so com- 
pletely to the decision of agency management. In the circumstances, 
we were not convinced that a net advantage to the Government would 
result from the enactment of S. 2560, as presently drafted. 

You will note that there is attached to our September 10, 1959, 
letter a list of suggestions for amending certain sections of S. 2560 
some of which also refer to the need for strengthening congressional 
control. 

We further suggest that the word “specifically” be deleted from 
section 6(10) (line 17, p. 5) of the bill. The effect of this word 
presumably would be to create a blanket exemption from all the 
regulatory and prohibitory statutes enacted by the Congress from 
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time to time with respect to the business transactions of the United 
States, unless such statutes were by their terms made applicable spe- 
cifically to Government corporations. 

We also are concerned with the provisions of section 9(f) of the bill. 
This section authorizes the appropriation of amounts necessary to 
cover prior year losses sustained by the Corporation. Apparently the 
Corporation would not be required to repay amounts so appropriated 
and it is specifically excused from the payment of interest thereon. 
Any appropriations which would be made under this authority thus 
would become noninterest bearing subsidies if not recovered from 
future operations of the Corpor ation. 

Section 5 of the bill directs the Corporation to consider that it is in 
the public interest to operate any airport transferred to it on a self- 
sustaining business enterprise basis. A permanent authorization for 
subsidy appropriations, which section 9(f) seems to contemplate, 
appears to be inconsistent with this objective in the absence of clarify- 
ing language to the contrary. 

If it is intended that the self-sust: 1ining objective expressed in sec- 
tion 5 be one of the governing factors in operating the Corporation, 
we recommend that the bill provide that any losses sustained shall, to 
the extent practicable, be recovered from future operations. 

The bill could provide that the recovery may be accomplished over a 
period of years if impr actical to accomplish in a shorter time. On 
the other hand, if the Cor poration will not be able to operate as a self- 
sustaining business enterprise, the claim that there is a need to live 
within its revenues—which has been advanced as a reason for incorpo- 
ration—becomes open to question. 

We suggest that the committee may wish to consider whether there 
is any need to authorize appropriations to cover prior years’ losses. 

Section 9(e) of the bill authorizes the appropriation of such amounts 
as may be necessary to carry out the purposes of the bill. Also, sub- 
stantial amounts of cash would be generated by the recovery of costs, 
such as depreciation of fixed assets, for which financing would not be 
required during the loss years. Depreciation of the fixed assets of 
the Washington National Airport alone amounted to more than 
$900,000 during fiscal year 1958. 

Barring the possible accumulation of losses of major proportions 
which were not susceptible to advance projection—and which in any 
case would require remedial action by the Congress—the financing 
available from the corporate revenue as supplemented by appropria- 
tions made under authority of section 9(e) would appear to be ade- 
quate for the continuance of airport operations. This is particularly 
true if it is intended that losses be recovered from future operations 
within a reasonable period of time. 

Amounts advanced under the authority of section 9(f) would be 
exempt from the payment of interest provided by section 9(b). 
Irrespective of the concepts on which the prov isions of section 9(f) 
are based, we are not aware of any valid reason why the Corporation 
should not be required to pay interest on amounts appropriated under 
such authority. 

This concludes our prepared comments on the bill. We will be glad 
to try to answer any questions which the committee may have. 
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Senator Bartierr. Thank you, Mr. Savage. 

First, I would like to ask you if you can detail the precise manner 
in which the Congress would lose effective control over the expendi- 
tures of appropriated funds for the operations of these two airports 
by reason of the creation of this corporation ? 

Mr. Savace. Mr. Chairman, this is a matter of degree. 

Under the present process for appropriating for regular Govern- 
ment agencies the Congess passes an appropriation each year in a 
specified amount. This amount appropriated creates a definite limit 
on the amount of funds which can be obligated by the agency. 

As a corporation, while it is true that the budget for the Corpora- 
tion is submitted to the Congress and to the Appropriations Com- 
mittees and the opportunity for control and setting limitations is in 
existence, the law does not require, as we understand it, that the 
Appropriations Committee act and set limitations except to the extent 
that it desires to do so. 

Also, the Corporation, under the law, would be permitted to utilize 
its own receipts and the Appropriation Act provides, as well as the 
Government Corporation Control Act, that this authority to use 
receipts generally is one of the attributes of a corporation or a re- 
volving fund and actually does not require affirmative action on the 
part of the Congress. 

So, it gets down to a question of having to take affirmative action in 
one case versus not having to take that affirmative action in the case 
of a corporation. 

I have here with me a couple of appropriation acts for existing 
corporations. One relates to the Panama Canal Company, and the 
other one relates to the St. Lawrence Seaway. The general language 
is pretty much the same in each case. It says: 

The Panama Canal Company is hereby authorized to make such expenditures 
within the limits of funds and borrowing authority available to it and in accord 
with law and to make such contracts and commitments without regard to fiscal 
year limitations as provided by section 104 of the Government Corporation 
Control Act as may be necessary in carrying out the programs set forth in the 
budget for the fiscal year 1960 for such Corporation, except as hereinafter 
provided. 

Then it goes on to provide a specific limitation with respect to 
administrative expenses and the amount of motor vehicles that can 
be purchased during that year. But in this particular case the only 
specific limitation that the Congress has set of any consequence is on 
the administrative expenses. 

The other limitation is controlled only by the amount of resources 
that are available to the Corporation. 

Now, this is the situation as we feel with respect to the lessening of 
congressional control. D mht 

Senator Bartierr. Mr. Savage. some political scientists have argued 
that this is a desirable trend, that is the creation of Government cor- 
porations, for several reasons, one of which is that in a period of 
less than 40 years our National Government has grown from a billion 
dollar budget to one of roughly $80 billion and that the Congress is 
simply not equipped to give the kind of examination and attention to 
appropriations that it did in an earlier year, and that wherever and 
whenever possible of particular pertinence to a business operation of 
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this kind that latitude should be granted, subject to general overall 
controls by the Congress. 

Would you care tocomment upon that political philosophy 4 

Mr. Savace. Well, we, as an office, have not examined that phi- 
losophy with the v iew of t: king a position one way or the other. We 
generally feel that in matters of this type that this is a policy matter 
for the Congress to decide. 

We mere!y give our views with respect generally to fiscal and finan- 
cial matters, and with respect to the corporate form of organization 

e feel it is our duty to point out that there is a lessening of control, 
that there is a freedom from other types of restraints, the ability to 
enter into contracts without fiscal year limitation, and in some cases 
without the necessity for advertising for bids. 

They can settle their own claims and determine the necessity for 
the obligations and expenses—this is provided in S. 2560—and to sue 
and be sued, and some of the other things that are pretty generally 
characteristic of corporations. 

We feel that it is our responsibility to point out that there is this 
lessening of control by the Congress and the general relaxing of other 
governmental controls that exist; and then if, in the judgment of the 
Congress, it decides that this is an appropriate situation to have a 
corporation, why, we feel that this is as far as we need to go to point 
out these aspects as we see them. 

Senator Bartiert. That is to say, so long as Congress itself has not 
changed the ground rules you are bound to base your report upon 
the existing rules? 


Mr. Savace. That is right ; yes. 


Senator Barrierr. Mr. Savage, do you reasonably anticipate that 
this lessening of c ongressional control might lead to any serious abuses 
in the expenditur e of public funds? 

Mr. Savage. Oh, I don’t know that we have anything concrete on 
the basis of our previous examinations of existing corporations which 
would indicate that there have been any serious situations of this type. 

Of course, it is always a matter of what would Congress have 
approved under this same set of circumstances if it had been presented 
to the Congress. 

Now, we know of some situations where the Congress has taken 
definite action not to approve a particular program when, if they 
had not been called upon to review and take aflirmative action one 
way or the other, a different result might well be brought about. 

So I would say that we do not have from past experience any glar- 
ing examples of extreme abuses or anything of that sort. 

Do you care to comment on that? 

Mr. Mrtsner. I was going to say that a system of internal control 
and congressional contr ol is all part of that, is designed not to catch a 
crook afterwards, if you will pardon an expression, but to prevent a 
situation where Congress or GAO or the Bureau of the Budget would 
subject an agency to criticism. 

The system of internal control is designed to prevent rather than 
to catch. 

Senator Barrierr. Well, do you believe that the Government cor- 
poration permits more of, ‘what shall I say, a businesslike operation 
than otherwise might be the case? 


61868—60——4 








46 NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 


Mr. Savace. Well, I think, Mr. Chairman, in our letter we indi- 
cated that a great deal of business-type activities are being carried 
on by the Federal Government which are not being performed by 
Government corporations. 

The power operations, particularly in the Northwest, are not op- 
erated by Government corporations, they are operated by regular 
Government agencies. 

The Bureau of Reclamation, the Bonneville Power Administra- 
tion, and the other power agencies are not of corporate form. 

Now, these are in business- type activities and so far as we have been 
able to determine have not been h: amstrung by their present form of 
organization. 

Senator Barrierr. Is there any danger that under existing circum- 
stances the budget might come up for X dollars for Washington Na- 
tional Airport, for example, and that that amount might be trimmed 
by the Appropriations Committees not because it was ‘not needed but 
because the overall request for the agency might be considered too 
large, and yet there was an imperative need for this exact amount of 
money ¢ 

Does that happen? 

Mr. Savace. I presume there is a possibility of it happening, I 
don’t happen to know of any specific situations where it has happened. 

Of course, this would be a decision which the Congress would be 
taking with full knowledge of the implications of this decision, I 
would think. 

Senator Bartierr. Mr. Savage, if, under the terms of the Govern- 
ment Corporation Control Act, the corporation has to file a budget 
with the Congress each year and operations are audited by the Comp- 
troller General, are we not effectively controlling the expenditure of 
published funds? 

Mr. Savacr. As I said previously, I think it is a matter of degree. 
We don’t maintain that there are not controls in existence under 
the corporate form of organization. 

As a matter of fact, in the past 15 years there have been a number 
of laws which have been passed by the Congress to tighten the con- 
trols that are applicable to Government corporations. 

Previous to 1945, when the Government Corporation Control Act 
was passed, the Government corporations generally did not have to 
submit budgets, were subject to very little, if any, review, by the 
Congress. 

This situation has improved considerably in the last 15 years so 
that the gap has been, you might say, narrowing between Govern- 
ment corporations and regular Government agencies, so, it is a matter 
of degree that we are talking about. 

We do not maintain that there are not controls in existence with 
respect to Government corporations. It is simply a matter of lessen- 
ing of control. 

Senator Bartierr. Do you happen to know how many corporations 
there are? 

Mr. Savace. Offhand, I would not know the exact number but there 
have been a considerable reduction in the number of corporations since 
1948. I believe that any corporations which were not reincorporated 

after June 30, 1948, actually were required to go out of existence. 
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This is not current but in 1954 there were 40 wholly owned Govern- 
ment corporations as compared to 60 in 1945. 

I know that there have been several corporations since that time; 
I believe the St. Lawrence Seaway, the Development Loan F und 
are two that I can think of. I believe they are the only two that have 
been established recently. 


So, in the last 4 or 5 years there have only been two or maybe three 
at the most. 

Senator Barrierr. There is a bill pending before this committee to 
incorporate the Alaska Railroad. 

Are you familiar with that? 


Mr. Savace. No, sir, I am not familiar with that particular bill. 
It is possible that our office has commented on that. Iam not familiar 
with it. 

Senator Bartierr. I see a nod from your left. 

Mr. Haycock. I am not familiar with the details, Senator, 1 know 
that we have been having considerable difficulty with it in connection 
with some effects, vis-a-vis the Interstate Commerce Commission. 

Senator Barrierr. I guess we had better not go into that now. 

Mr. Savage, do you believe that the Washington National Airport 
and the Dulles International Airport when put into operation as a unit, 
are potentially self-sustaining enterprises ¢ 

Mr. Savacr. I am personally not qualified to comment on that ex- 
cept to the extent that I think the records show that the Washington 
National Airport has been self-sustaining for the past several years 

Mr. Meisner, who has been responsible for the audit of the Wash- 
ington National Airport may have some views on that. 

Mr. Meisner. As near as we can make out the combined operations 
of the two airports will not be self-sustaining for a number of years, 
whether it is 5 years or 10 years I am not ina : position to say. It will 
be a number of years before Dulles attracts enough traflic, passengers, 
concessionaires, to enable it to be self-sustaining. 

Senator Barrierr. Then there is going to be a Federal subsidy for 
a period, no matter which form. 

Mr. Metsner. I think that is a safe statement to make, yes, sir. 

Mr. Savace. Of course, on that particular point this is a matter 
that we record our comments to in our statement, the question of being 
self-sustaining, even though the combined operation for several years 
was not sel f- sustaining. 

It could be an objectiv e to recover those original losses over a period 


of a number of years, say 10 or 15 years, if this were the policy de- 
cided by the Congress. 


Senator Barriterr. Mr. Murphy? 

Mr. Murruy. Is it fair to state, then, Mr. Savage, that one of the 
points which GAO has made to the committee is the fact that these 
airports cannot reasonably be anticipated to be self-sustaining for 
many years to come and there will be no net advantage at the moment 
in permitting a corporation to assume their management ? 

Mr. Savace. Well, our principal position was not related to whether 
it would be self- sustaining for a number of years or not; it was more 
related to the question of lessening of congressional c ontrol. 

Of course, if the airport as you mentioned may not operate on a self- 
sustaining basis for a number of years, of course, they would have to 
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come to the Congress each year or however frequently was necessary 
according to the circumstances, and obtain appropriations possibly in 
order to operate if these losses were of sufficient. proportions, 

This, of course, is one of the points that we did make, that if this is 
going to be the case then the objective expressed in the bill that it is in 
the public interest to be self-sustaining does not seem to be satisfied by 
that situation. 

Mr. Mureny. That leads me to ask you about your first recommen- 
dation for amendment to section 5 of the bill. 

Mr. Savace. You mean in the prepared statement ? 

Mr. Murpny. Yes, sir; or in the attachment to the statement. 

Mr. Savace. In the attachment to the letter; yes, sir. 

Well, this was simply a matter of clarification, that was all that was 
intended here, as to explaining more clearly what was meant by self- 
sustaining and we suggested the language consistent with sound com- 
mercial practice and with due regard to all costs and interests on the 
Government’s investigation. 

Now, there have been instances in the past where there has been some 
misunderstanding or disagreement as to what costs should be consid- 
ered in arriving at the question of whether an organization was break- 
ing even or losing money. 

This is what we had in mind by that. 

Mr. Murpny. I see. 

Now, the next recommendation for the amendment to section 6(5) is 
based on the possibility which you suggest there that the Administra- 
tor conceivably could sell or a vate an entire airport without obtain- 
ing prior congressional approval. 

Would that be applicable? 

Can you conceive of any other need for such a limitation ? 

Mr. Savace. I would like Mr. Haycock to comment on that. This 
was more or less a legal proposition here. 

Mr. Haycock. I think that obviously—I doubt there was ever any 
intention this language would permit them to dispose of the airport; 
however, as drafted it would be possible. 

Now, they do have in the section presently a requirement for dis- 
posal of everything except the airport, airway property, in accordance 
with the provisions of the Federal Property Act, which we think is 

rood. 

We did not quite understand why the exception as to disposal of the 
airport itself, if they were to do so, would not also be subject to the 
Federal Property Act. 

Did you have in mind what other types of disposal activities? 

Mr. Murrny. I was wondering if you had conceived of any other 
situation which would require such a limitation being written into the 
bill? 

Mr. Haycock. No, sir, not that I know of. They do have this re- 
quirement with respect to disposal of other property right at the 
bottom of page 3 which we think would cover the situation adequately. 

Mr. Murruy. Now, with respect to your suggested amendment to 
section 6(6), which would require prior approval by the Congress 
before major capital expenditures would be undertaken. Is it nota 
fact or would it not be the usual case that the corporation would have 
to request congressional appropriation for any such expenditure in 
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any event since their income would not generate sufficient funds to 
provide a surplus for such a purpose ¢ 

Mr. Haycock. I would suppose this is true. 

My understanding is that the $4 million was about the net on Wash- 
ington National—gross income, and of course, they could not use 
this without comparing all their other operations, so until such time 
as they might have a surplus of revenue I suppose they would be 
rather limited in amount. 

Mr. Savace. I think the point here also was the question of possibly 
considering whether some specific limitation should be included in 
the legislation, saying that capital expenditures of not more than 
X dollars could be undertaken by the airport without the specific ap- 

roval of Congress, something of that sort. 

I think this was one of the ideas behind this. 

Mr. Meisner. If I may interject here—this is in effect one of the 
provisions which would strengthen congressional control. The agency, 
the airport management, could undertake an expansion program and 
then come to Congress and say, we have entered into a binding contract, 
please give us the rest of the money. 

Mr. Murruy. Are there any similar limitations that are written 
into other acts creating Government corporations that you might be 
familiar with ? 

Mr. Haycock. There was one in TVA but that is, as you know, in 
the act requiring them to come to the Congress before they started 
new plants. That is the only one I can think of offhand. 

Although I think there have been some limitations put by the Con- 
gress with respect to the amount of certain types perhaps of loans 
that might be made to corporations in that business. 

Mr. Savage. The Small Business Administration is subjected to 
limitations as to the size of the loans that they can make and the ag- 
gregate amount that can be outstanding at any one time, so this is 
the type of thing I think you are talking about. 

Mr. Haycocx. That is not a corporation, of course. 

Mr. Savace. No, but it is the type of situation, it is the revolving 
fund situation there. 

Mr. Murry. Now, with respect to your comment in your prepared 
statement on the need to amend section 6(10), on page 5 

Mr. Savace. Yes. 

Mr. Murreny. Do you suggest that unless the word “specifically” 
is removed from this bill that the Corporation conceivably would not 
be subject to the limitations in any Federal statute except those which 
by their very terms are made applicable to the Government corpora- 
tions / 


Mr. Savacr. That is my understanding. I would like Mr. Haycock 
to speak to that. 

Mr. Haycocs. Even with the word “specifically” out, of course, 
any law applicable to Government corporations would apply to this. 
There are some laws, there have been some laws in the past, I am 
trying to think of an example offhand, where the word “corporation” 
was not used. 

Now, if the word “specifically” remains in here it would be difficult 
to argue that any law not naming a Government corporation could or 
should apply to this one, whereas if that word were not in this lan- 
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guage you could argue that a law of general applicability would apply 
to this as to other corporations and there would be this, I think, 
desirability of having it out because of the fact that it is not contained 
In many other corpor: nut ion basic acts. 

It is in the Virgin Islands. We suggested it be taken out there and 
it was not. It might possibly result in a different treatment for this 
corporation than for other corporations and it was in the interest of 
some sort of uniformity that we thought it would not hurt and would 
be helpful to have this word out. 

It is not a large point. 

Mr. Moreuy. Thatisall. Thank you. 

Senator Bartterr. The committee desires to thank you, Mr. Savage, 
and your associates for your courtesy in appearing today. 

Mr. Durand ? 

Weare glad to have you, Mr. Durand. 

Will you proceed ? 


STATEMENT OF J. D. DURAND, SECRETARY AND ASSISTANT GEN. 
ERAL COUNSEL, AIR TRANSPORT ASSOCIATION, WASHINGTON, 
D.C. 


Mr. Duranp. Thank you, Mr. Chairman. 

It is always a pleasure to be before this subcommittee. 

My name is J. D. Durand. I am Secretary and Assistant General 
Counsel of the Air Transport Association of America, which is com- 
posed of substantially all of the U.S.-flag certificated airlines, and of 
all such airlines operating at Washington National Airport. W © ap- 
preciate this opportunity of discussing with the committee S. 2560, 
which would provide for the creation of the National Capital Airports 
Corporation, to own and operate Washington National Airport, Dulles 
International Airport and such other federally owned civil airports in 
the District of Columbia or its vicinity as may be transferred to it. 

Thirteen of our airlines operate into Washington National—Alle- 
gheny, American, Braniff, Capital, Delta, Eastern, National, North- 

east, Northwest, Pan American, Piedmont, Trans World and. United. 
It is the principal office and operating base for Capital and Allegheny. 

Because S. 2560 would drastically affect the conditions under which 
the airlines use Washington National and Dulles International, it is 
of vital importance to them. 

Our review of this bill has been influenced by a number of consid- 
erations. First, that the industry’s experience with airport author- 
ities points up that in many instances their administrative costs are 
disproportionately high in comparison to the job they do. There is 
a tendency for such authorities to become larger and more expensive 
than necessary. An airline lease negotiator recently mentioned to 
me that he had requested an airport “authority to provide a certain 
needed service and was informed that while the airport management 
was willing to perform the service, it would be better for the airline 
to do so itself since the cost would be lower that w ay. 

Our review of this bill also has been influenced by the fact that 
Dulles International will not be an ordinary airport. It will be a 

national-interest airport—in a sense a national monument—serving 
as a symbol of the United States to official visitors of state from all 
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over the world, and to the many tourists from this country and from 
foreign countries, who will use it. 

This aspect of the airport was well characterized by Senator Payne 
during the Senate Commerce Committee’s hearings in 1955, on the 
need for an additional airport for the National Capital. Senator 
Payne stated, in part: 


“* * * T think it ought to be the last word there in the capital so that when 
* * * people come in from the States * * * 


et cetera 





they will take a look at this and say, “This is the last word.” * * * 


We certainly do not wish to be understood as saying that Dulles 
International should not be a “prestige” airport, but we do believe 
that the airlines and other users should not be expected to bear the 
costs attributable to its development and operation as such an airport, 
that is, costs not attributable to the needs of the commercial users 
of the field. 

Finally, our review of S. 2560 was influenced by a recognition of the 
large increases in traffic which will be necessary to support Wash- 
ington National, Dulles International and Friendship—all within a 
radius of 28 air-miles of the White House—and the need for keeping 
the fees and charges at Dulles in line with those at the other two 
airports if the full potential of Dulles is to be realized. 

Many of the carriers will find it necessary to have personnel and 
facilities at Washington National, Friendship and Dulles. This 
duplication is expensive and a matter of deep concern to an industry 
with the low earnings record of the airlines. Much has been said of 
the financial plight of the railroads, for example, but its percentage 
of profit to gross revenue is 10.2, as compared to 4.8 in the airline in- 
dustry. Thus the airlines are under constant pressure to effect every 
operating economy. It is imperative, therefore, that fees and charges 
at Dulles be kept in line with those imposed at Washington National 
and Friendship if the large volume of operations needed to support 
the new airport are ever to be realized. 

After intensive study of the bill, particularly in the light of con- 
siderations which I have summarized above, the industry has con- 
cluded that it cannot support this legislation in its present form. 
Amendments to the bill are needed if the interests of the airlines and 
other airport tenants are to be adequately protected and the fullest 
utilization of Dulles International is to be realized. I would like to 
summarize, in the order of the sections of the bill, the principal 
problems which the bill creates for the airlines, and our rispainuiai 
solutions. 

Section 5: This section states one of the basic policies of the legis- 
lation, namely, that in establishing rates and charges, the corporation 
shall consider that it is in the public interest to operate any airport 
transferred to it, by or under the incorporation act, on a self-sustaining 
business enterprise basis. 

We believe this section should be amended to reflect a number of 
other policy considerations. First, fees and charges for the aero- 


nautical use of the airport and its facilities should be fair and 
reasonable. 
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Second, since it is likely that the airlines serving Washington 
National will not in all cases be the same as those serving Dulles Inter- 
national, it would not be fair or reasonable to the users of one airport 
operated by the corporation to apply the “profits” from that airport 
against any deficiency at another airport belonging to the corporation. 

Third, while self-sufficiency is a worthwhile goal, it cannot be 
achieved for a considerable period of time at a new installation such 
as Dulles International, since it requires a traffic volume which will 
only be developed over a period of years. 

Fourth, section 5 should refleet the fact that, as I stated previously, 
Dulles will be more than an airport; it will also be a national monu- 
ment. _This concept has greatly influenced its design, and has pre- 
vailed despite expressions of concern from the users. 

Fifth, section 5 should reflect the overriding duty of the Adminis- 
trator to promote, encourage and develop civil aeronautics. Finally, 
in order to insure fulfillment of these objectives, recourse to arbitra- 
tion should be specifically provided for. 

In view of the foregoing, we recommend that section 5 be amended 
to read substantially as follows: 

“Sec. 5. Notwithstanding any other provision of law, in establishing rates and 
charges for use and services, the Corporation shall be governed by the following 

licies : 
pd) Each airport under the jurisdiction of the Corporation shall be con- 
sidered as a separate entity ; 

(2) Rates and charges for aeronautical use shall be fair and reasonable and 
shall not exceed rates and charges imposed on air carriers at comparable airports 
at other points in the United States; 

(3) Ultimately each such airport shall be operated on a self-sustaining basis 
so that current expendtiures shall not exceed current revenues after excluding 
any costs attributable to— 

(a) Facilities and functions at such airport provided for purposes other 
than, or in excess of, the needs of the air carriers using the airport, or 
(b) Capacity in excess of current use of the airport ; 

(4) That it is the statutory duty of the Administrator to promote, encourage 
and develop civil aeronautics ; 

(5) In the event of the failure of the corporation and any air carrier to 
agree upon the fairness or reasonableness of any rate or charge proposed here- 
under, the disagreement shall be subject to arbitration pursuant to the pro- 
visions of title 9, arbitration, of the United States Code. 

Section 6: This section confers upon the corporation a number of 
general powers, one (subsection (6) ) being the authority to “construct, 
operate, and maintain, buildings, facilities, and other improvements, 
including access roads” and “to charge for the use of the foregoing.” 
This strongly implies that the corporation shall have authority to 
construct a public highway or highways leading to an airport and 
to charge the airlines therefor. It is not believed this was the intention 
of the drafters of this bill. Obviously, the airlines could not pay 
the heavy charges which would result if the cost of such roads were 
assigned to them. 

Tn that connection, Senator, Dulles presents quite a problem. As I 
understand from the FAA, it will be necessary to construct a public 
road of some length connecting the present highway system with the 
airport and while the precise cost of that I don’t think is known, 
it will be in the order of $20 or $25 million. 
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Well, obviously, if that cost were included with all other airport 
costs to be allocated to the aeronautical users, it would produce a 
staggering burden and one which they would not carry. 

So, we don’t believe that it was the intention of the bill to allocate 
such costs to the aeronautical users and that should be made clear. 

The cost of access roads within the boundaries of the airport is, 
on the other hand, a proper charge against those who use them. In 
view of the foregoing, it is recommended that the following proviso 
be inserted at the end of subsection (6), (line 17, p. 4) : 

Provided, however, That the air carriers shall not be charged for access roads 
not located on the airport. 

Furthermore, the provision in subsection (6) relating to charges 
for the use of airport facilities and improvements should be amended 
to reflect that such charges shall be fair and reasonable. Accordingly, 
it is recommended that the word “charge” in subsection (6) (line 18, 

. 4) be deleted and that there be inserted in lieu thereof the phrase 
“impose fair and reasonable charges.” 

Subsection (8) of section 6 should be amended to make it clear that 
the fees and charges specified in contracts and leases with the airlines 
shall be arrived at on the basis of negotiations with such users, as 
they are at other airports in this country, and shall be fair and reason- 
able. Accordingly, we recommend that the following proviso be 
added at the end of subsection (8) (line 3, p. 5): 

Provided, however, That the fees and charges, and other terms and conditions, 
contained in such contracts or leases with the air carriers shall be arrived at 
by negotiation with such carriers and shall be fair and reasonable. 

Our review of section 6 and of the remaining sections of the bill 
indicates that the Corporation would not be authorized to borrow 
money for the construction of airport facilities. It is believed the 
Corporation should have this authority with respect to self-amortiz- 
ing, essential facilities, such as hangars. This type of structure is 
so important to airline operations and the cost is so subtantial that 
we believe a specific amendment to section 6 to authorize the Corpora- 
tion to borrow money to construct hangars is necessary. This au- 
thority could be qualified to make such borrowing depend on the 
existence of firm leases providing for the amortization of the loan. 

Section 8: Subsection (a) of this section, which provides that 
the General Manager of the Corporation shall be subject to the di- 
rection of the Administrator of the FAA, and section 2, which pro- 
vides that the Corporation shall be subject to the direction of the 
Administrator, raise questions as to the validity of contracts entered 
into and commitments made by the General Manager, who, under 
section 8, charged with the management of the Corporation. 

In the interest of efficient administration, we believe that the bill 
(presumably sec. 8) should be amended to provide that contracts and 
commitments made by the General Manager, in the course of his man- 
agement of the Corporation, are not subject to amendment or disap- 
proval by the Administrator. 

Accordingly, we recommend that the following proviso be added 
after the word “Administrator” in the first sentence of section 8(a) 
(line 17, p. 6) : 


Provided, however, That the Administrator shall not have authority to 
amend or disapprove contracts executed on behalf of the Corporation by the 
General Manager in the course of his management of the Corporation. 
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Subsection (c) of this section establishes an Advisory Board of 
five members to review and advise the Administrator regarding the 
general policies of the Corporation, including those relative to rates 
and charges, design and construction of facilities, and administra- 
tion of the airports. 

This subsection implies that airport tenants will be represented on 
the Advisory Board, since it provides for a per diem allowance and 
travel expenses for “members from private life.” 

We do not believe that this provides for the amount or type of 
participation in the management of the Corporation which the air- 
lines, considering their substantial financial stake in these facili- 
ties, should have. Accordingly, it is recommended that there be 
added at the end of the first sentence in subsection (c) (line 11, p. 
7) anew sentence reading as follows: 

A majority of the Advisory Board shall be from private life and not less 
than one such member shall be experienced in air carrier operations. 

Furthermore, to give the Advisory Board the status to which we 
think it is entitled, we believe that subsection (c) should be amended 
to provide that in each case where the Administrator or the General 
Manager disagrees with a recommendation of the Board, he shall be 
required to advise the Board in writing, in detail, of the reasons for 
his disagreement. 

Accordingly, it is recommended that the following sentence be 
added after the word “thereto” in line 21, page 7: 

In the event that the Administrator or the Manager does not implement a 
recommendation of the Board, he shall, in each instance, advise the Board in 
writing, in detail, of his reasons for not doing so. 

Section 9: This section provides for the establishment of a National 
Capital airports fund, and that the Corporation shall annually pay 
into the U.S. Treasury interest on that portion of the capital fund 
which is equivalent to the share that would have been supplied by the 
local government had the airports been built and developed under the 
Federal Airport Act with maximum Federal grants-in-aid. We have 
a number of suggestions for amendments to this section. 

First, we believe that subsection (a) (4), which provides that the 
Administrator, subject to the approval of the Director of the Bureau 
of the Budget, shall value the assets placed in the fund, should be 
amended to permit interested parties, such as the airline’ tenants, to 
participate in this determination. 

Since the interest to be paid on the fund will materially affect 
fees and charges, the airlines, as the principal class of airport tenants, 
have a vital interest in the v aluation of the assets going into the fund. 

Second, since access roads beyond the boundaries of the air ports are 
not properly to be considered a part of those facilities, the cost or 
assessed valuation of such roads should not be placed in the capital 
fund. 

Accordingly, it is recommended that section 9(a) (4) be amended 
by adding at the end thereof (line 12, p. 4) the following: 


Such determination shall not be made by the Administrator until he shall have 
given notice of his proposed determination to the aeronautical users and other 
tenants of the airport and afforded them an opportunity to be heard thereon. 
Access roads not within the boundary of the airport shall not be considered as 
an asset of the airport. 
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Furthermore, we believe amendments are needed to subsection (b) 
of section 9, which deals with the basis on which interest is to be com- 
puted and when it is to be paid. 

Subsection (b) provides in effect, that interest shall accrue as soon 
as the fund is created and shall be paid each fiscal year. 

It is obvious that for a number of years after Dulles International 
commences operation the fees and charges properly assessable against 
airport tenants will, because of the comparatively light volume of 
traffic at the field, not cover operating and maintenance costs, let alone 
interest charges. 

Thus, this airport will not be able to sustain any interest charge on 
that portion of the assets in the fund assignable to it. 

If subsection (b) is permitted to remain in its present form the un- 
avoidable but unfortunate result will be the necessity of substantial 
deficiency appropriations by Congress for a considerable number of 
years—with the end result that Congress will be taking money out 
of one pocket of the Federal Government to put it in another. 

This useless transaction should be avoided by amending the sec- 
tion to provide, in effect, that interest on the portion of the capital 
fund assignable to Dulles Airport, or any other airport acquired by 
the Corporation, shall not be due and payable until the revenues gen- 
erated at that field exceed the maintenance and operating costs of the 
field. 

Accordingly, it is recommended that the following clause be in- 
serted after the word “fund” in the first sentence of subsection (b) 
(line 17, p. 9): 


, excluding that portion of the capital of the fund assignable to any airport 
under the jurisdiction of the Corporation with respect to which the revenues 
produced from the operation of the airport do not exceed the cost of the oper- 
ation and maintenance thereof, 

Finally, it is recommended that subsection (b) ) (1) be amended to 
make it clear that the “local share” as that phrase is used in the said 
subsection refers to the local share of the depreciated cost of the air- 
port as of the year in which the interest payment is made. 

To this end it is recommended that there be added at the end of 
subsection (b)(1) the following provision (line 24, p. 9): 

Such local share to be computed on the depreciated cost of the airport as of the 
year in which the interest payment is made. 

Section 12: This section provides for the use by the military, with- 
out charge, of the landing facilities of the airports, except that if 
such use is substantial a reasonable share of the cost of operating and 
maintaining the facilities so used, shall be charged to the military. 

The determination of the amount of use to be considered “substan- 
tial,” and the charges to be made, are to be determined by agreement 
between the Corporation and the military agency involved. We think 
that this provision should be amended in several respects. 

First, it should be provided that if the Corporation incurs costs 
which are dictated solely by military requirements, the amount of 
such costs should be borne entirely by the militar y: 

Secondly, while it is realized that section 12 is based upon section 


11 of the Federal Airport Act, the latter act does not require self- 
sufficient operations. 
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Acordingly, it is recommended that section 12 be amended to pro- 
vide that if the military use is substantial, the military shall be 
charged the same fees as civil aeronautical users. 

Finally, under the Federal Airport Act the FAA establishes what 
is to be considered substantial use. It is not, we understand, arrived 
at by agreement with the military. Section 12 should be amended to 
be brought into line with the Federal Airport Act on this point. 

To implement these recommendations section 12 should be amended 
in the following respects. Strike the remainder of the first sentence 
after the word “substantial” in line 15, page 13, and insert in lieu 
thereof “the agency involved shall pay therefor the same rates and 
charges paid by the air carriers.” 

In the last sentence of section 12, strike the phrase “and the charges 
to be made therefor,” and the words “agreement between” and “and 
the agency involved,” appearing in lines 18 to 20, page 13. 

Add at the end of section 12 a new sentence reading as follows: 

If facilities or services are provided by the Corporation solely to meet military 
requirements, the entire cost thereof shall be charged to the agency involved. 

Section 15: This section, among other things, transfers to the Cor- 
poration all property, real, personal and mixed, operated by the Ad- 
ministrator at the Washington National Airport. 

To take care of the situation where property at Washington Na- 
tional may be operated by the Administrator but with respect to 
which title is not in the FAA or the United States, it is suggested 
that this provision be amended by inserting after the word “mixed” 
in line 11, page 14, the phrase “title to which is in the United States.” 

Section 17: This section authorizes the General Manager to make 
reasonable rules and regulations regarding the operation of the air- 
ports. It is not believed that it was intended by this section to au- 
thorize the General Manager to promulgate such rules or regulations 
as may impair or supersede any rights or obligations an airport ten- 
ant would have under his lease with the Corporation. 

This possible source of future difficulty should be removed at this 
time by amending section 17 by adding an additional sentence thereto, 
at line 19, page 16, reading as follows: 


Such rules or regulations shall not impair any contract or lease previously 
entered into by the Corporation with any aeronautical user of the airport. 


Mr. Chairman, I realize that portions of my statement have, neces- 
sarily, been rather technical. If the committee desires us to do so, we 
would be glad to work with the committee’s staff in reviewing these 
amendments in detail. 

Senator Bartierr. In summation, Mr. Durand, the Air Transport 
Association does not want to place the airlines in a position where 
they might be required to pay the deficit which you foresee in at 
least the early years of the operation of this airport arrangement? 

Mr. Duranp. That is correct, Senator. There will be deficits for a 
number of years at Dulles, there will be deficits which the areonautical 
users, the airlines and other aviation users can’t possibly pay and 
should not pay. 

Senator Barrierr. And it is clear from what you have said that 
you believe that if the present language is maintained the airlines 
may be called upon to pay at least a substantial part of these deficits? 
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Mr. Duranp. There is a distinct possibility of that, sir, because for 
the first time in a specific particular statute dealing with these airports 
there is a provision calling upon the FAA to operate these airports 
on a self-sustaining business enterprise basis, which is a specific man- 
date from the Congress to do so, and while that is a commendable 
goal and we could have no quarrel with it as a goal, it is a goal and 
it cannot be reached until a number of years have transpired and the 
use of Dulles comes up to or near the capacity for which it is designed. 

Senator Bartierr. Have you had any conversations with the people 
down at FAA which would have indicated to you what the attitude 
there would be in respect to your recommendation that the General 
Manager have the freedom from the directives of the Administrator 
in certain respects ? 

Mr. Duranp. We have had several conversations, Senator, with the 
FAA that have been most helpful and we would like to express our 
appreciation to the FAA for extending that privilege to us. 

With respect to that particular point it was the FAA position that 
the way the bill is now drawn would probably produce the result that 
we want, that if the General Manager of the airports made contracts 
they would be binding and the fact that the Administrator was un- 
happy about them would make no difference, that he would not have, 
in their view, authority under this bill to say, “Well, I am sorry, Mr. 
Airline, this was a bad contract and I hereby cancel it.” 

In other words, they were sympathetic with what we were trying to 
do. They felt, I believe, that our provision was not necessary, that the 
bill already took care of it. Reasonable minds can differ on that and 
since we were all in agreement with the goal, why, we decided to make 
the recommendation anyway. 

Senator Bartrierr. If you had a choice, you or the Air Transport 
Association, I infer that you would rather have no bill on this subject 
rather than even an amended bill? 

Mr. Duranp. No, Senator, my testimony may have been misleading 
on that point. Our position is that as amended by our statement or 
if—may I say it this way: If the bill is amended as we propose we 
would prefer that be done. In other words, we support incorporating 
legislation containing the provisions of this bill plus the amendments 
that we suggest. 

Senator Bartiettr. I am going to thank you for your evidence. 

The committee is necessarily going to stand in recess because there 
isa live quorum. 

I want to thank you, Mr. Durand. 

The committee will be recessed. 

Mr. Duranp. Thank you, Mr. Chairman. 

(Thereupon, at 11:25 a.m., the committee was recessed, subject to the 
call of the hair.) 


(The following information was subsequently submitted for the 
record :) 


STATEMENT SUBMITTED BY ALEXANDRIA, Barcrorr & WASHINGTON TRANSIT Co. 
AND WASHINGTON, VIRGINIA & MARYLAND CoaAcHu Co., INo. 


The Alexandria, Barcroft & Washington Transit Co., Alexandria, V 
Washington, Virginia & Maryland Coach Co., Inc., Arlington, Va., motor com- 
mon carriers of passengers engaged in the transportation of persons by motor 
vehicle between points and places in the District of Columbia, on the one hand, 


a., and the 
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and, on the other, points and places in the counties of Arlington and Fairfax 
and the cities of Alexandria and Falls Church, Va., respectfully submit this, 
their joint statement in opposition to certain sections of Senate biil 8S. 2560 and 
in support of their objections, respectfully declare. 

The Alexandria, Barcroft & Washington Transit Co. and the Washington, 
Virginia & Maryland Coach Co., Inc., are engaged in transportation pursuant 
to authorities granted to them by the Interstate Commerce Commission, the 
District of Columbia Public Utilities Commission, and the Corporation Com- 
mission of the Commonwealth of Virginia. The companies are privately owned. 
Each of the companies has been engaged in service to the public for a period 
exceeding 30 years. 

The privilege to file this statement is respectfully acknowledged. The sig- 
natories hereto were unaware of the involved legislation and of formal hear- 
ings thereon. Their knowledge of this legislation was gained from newspaper 
accounts of formal hearing and the conipanies are grateful to the Committee on 
Interstate and Foreign Commerce for permission to file this joint statement 
on Monday, April 11, 1960. 

The A.B. & W. and W.V. & M. do not oppose the meritorious portions of 
the involved legislation, but desire to invite the committee’s attention to cer- 
tain provisions of the legislation that are inimical to the public interest and 
destructive of private enterprise. 

Specifically, the following provisions of the involved legislation should be 
amended. 

On page 4, commencing at line 22, section 6(8) sets forth certain functions 
of the proposed “National Capital Airports Corporation.” Under that section, 
the proposed Corporation may enter into contracts, leases, or other transactions 
as may be necessary in the conduct of its business on such terms as it may 
deem appropriate with any person, firm, association, or corporation. 

Significantly, the legislation fails to include the usual safeguards against 
‘negotiated contracts” wherein the governmental agency is not required to sub- 
mit invitations for bids and make awards on the basis of criteria established 
by many years of experience in the Government for the award of contracts for 
Government services or supplies. 

The signatories hereto urge the committee to amend section 6(8) to include 
safeguards against demonstrated preferential actions by the Federal Aviation 
Agency or its predecessors. 

Under present law, in its administration of the Washington National Airport, 
the Federal Aviation Agency is authorized to contract with any persons for the 
furnishing of supplies or the performance of services at or upon the airport 
necessary or desirable for the proper operation of the airport and the provisions 
of section 3709 of the Revised Statutes shall not apply to contracts authorized 
by title 7-1406, 1951 edition of the District of Columbia Code. 

The Federal Aviation Agency or its predecessor has amply demonstrated its 
preferential consideration of certain concerns, contrary to the public interest, in 
its award of a contract to provide limousine and taxicab service between the 
District of Columbia, on the one hand, and, on the other, the Washington 
National Airport. 

The following quotation from a letter addressed to the chairman, Committee 
on Interstate and Foreign Commerce, House of Representatives, dated October 
18, 1956, by Hon. Joseph Campbell, Comptroller General of the United States, is 
pertinent : 

“Enclosed for your information are letters of this date to the Secretary of 
Commerce and the Arlington Yellow Cab Co. concerning the award of the ground 
transportation concession at the Washington National Airport. While we do not 
find sufficient basis to direct cancellation of the award, the circumstances set out 
in the enclosures appear to raise a question whether the negotiation procedures 
were adequate to assure that the contract most advantageous to the Government 
was obtained. Accordingly, we are bringing the matter to your attention for 
whatever consideration you may deem appropriate.” 

The last paragraph of the Comptroller General’s letter, which letter, in its 
entirety, is attached hereto as appendix 1, is persuasive of the contentions of 
A. B. & W. and W. V. & M. that the proposed legislation, as drafted, is inimical 
to the public interest. That paragraph of the Comptroller’s letter follows: 

“We express no opinion whether the award to Air Transport will ultimately 
prove to be in the best interests of the Government because, in our opinion, the 
negotiations were not conducted in such a manner as to assure to the Government 
all available information before selecting the most advantageous contract, consid- 
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ering price and other factors mentioned in the proposal. While we would not be 
warranted in directing cancellation of the contract, in view of the negotiating 
authority given the administrator by the act of June 29, 1940, we do feel that 
you will wish to review the negotiation of this contract. 3Jecause of the circum- 
stances surrounding the award, we are bringing the matter to the attention of 
the proper congressional committee.” 

The Federal Aviation Agency is presently seeking to perpetuate its preferential 
consideration of certain concerns for the provisions of service not only to the 
existing Washington National Airport, but to the Dulles International Airport 
at Chantilly, Va. 'The Federal Aviation Agency, contrary to law, has very 
recently issued invitations to bid for the transportation of persons between the 
District of Columbia, on the one hand, and, on the other, the Washington National 
Airport and the Dulles International Airport. These invitations to bid have been 
issued despite the awareness by the Federal Aviation Agency that there is existing 
motorbus service between the Washington National Airport and the District of 
Columbia conducted by the A. B. & W. Transit Co.’ pursuant to authority by the 
Interstate Commerce Commission. 

The Federal Aviation Agency has publicly declared that it is the primary regu- 
latory agency for the administration of motor vehicle services in interstate com- 
merce even though the Congress is well advised that it, in its enactment of part 2 
of the Interstate Commerce Act, vested jurisdiction in the Interstate Commerce 
Commission over motor carrier services in interstate commerce. 

The Committee on Interstate and Foreign Commerce of the Senate should be 
aware of these contentions in its consideration of S. 2560. Unless S. 2560 is 
amended properly to prevent the Federal Aviation Agency in continuing prefer- 
ential treatment to certain concerns, the public interest will be materially 
impaired and prejudiced. 

The signatories have not had an opportunity to review carefully the statutes 
mentioned at page 18, line 17 through 22, of S. 2560. In the event the effect of 
the further amendment of the Federal Aviation Act of 1958 will permit “nego- 
tiated contracts’ without public invitations for bids and awards, the A. B. & W. 
Transit Co. and the W. V. & M. Coach Co. jointly protest this privilege to the 
proposed National Capital Airports Corporation. 

There is also attached hereto two separate invitations for proposals, dis- 
tributed by the Federal Aviation Agency which solicits submission of proposals 
for the right to provide certain ground transportation requirements at Wash- 
ington National and Dulles International Airports. These invitations are marked 
as appendixes 2 and 3 hereto respectively. 

A cursory examination of appendixes 2 and 3 will disclose that they are 
framed purposefully to permit the existing limousine and taxicab operator only 
at the Washington National Airport to comply with the qualifications and specifi- 
cations. This action by the Federal Aviation Agency is not unexpected since 
it has overtly reflected peculiar interest in the welfare of the existing limousine 
and taxicab operator. The Agency has turned deaf ears to the experience and 
knowledge of existing transportation companies authorized by State and Federal 
authorities to provide services for the general public. In an unexplained desire 
to disrupt existing transportation, patently inimical to the public interest and 
to exact unreasonable and literally confiscatory charges for the use of public 
airports, the Federal Aviation Agency has disqualified itself as an impartial 
administrator of the National Capital Airports Corporation. The existing trans- 
portation companies necessarily look to the Committee on Interstate and Foreign 
Commerce to approve legislation designed to foster the public interest; to reject 
legislation that is designed to provide preferential and prejudicial treatment 
inimical to the public interest and contrary to the welfare of the United States. 

The Federal Aviation Agency has further demonstrated its nonfitness as the 
director of the National Capital Airports Corporation by the Agency’s position 
in pending proceedings before the Interstate Commerce Commission, which con- 
solidated proceedings are titled “A. B. & W. Transit Company, Extension, Wash- 
ington International Airport, Interstate Commerce Commossion, Docket No. 
MC-1800 (Sub No. 24).” In that proceeding the Federal Aviation Agency has 
indicated, by its counsel, that it solely has the authority to admit or exclude 
transportation companies in their offers to serve the Dulles International Airport 
and that the Interstate Commerce Commission, under the provisions of the Inter- 
state Commerce Act, is powerless to interfere with the plenary authority of the 
Federal Aviation Agency. It is respectfully submitted, this contest by the Fed- 
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eral agencies engenders concern among the citizens of the United States and 
particularly by the signatories hereto. 

The A. B. & W. Transit Co. and the W. V. & M. Coach Co., Inc., restate their 
approval of the meritorious objectives of S. 2560 and urge that in the interests of 
the public and private enterprise, the involved legislation be expressly con- 
ditioned to provide for time-tested procedures for the conclusion of contracts for 
services and facilities to be rendered to the National Capital Airports 
Corporation. 

APPENDIX 1 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, October 18, 1956. 
The Honorable the SEcRETARY OF COMMERCE. 


DEAR MR. SECRETARY: Reference is made to a letter of July 23, 1956, from the 
Assistant Secretary for Administration in reply to our letter of July 6, forward- 
ing a protest by the Arlington Yellow Cab Co. with regard to the awarding of 
the ground transportation concession at the Washington National Airport. 

Invitations for proposals to operate the concession for a 5-year period begin- 
ning July 1, 1956, were sent out under date of May 16, 1956. Proposals were to 
be submitted by close of business May 31. Paragraph IV of the invitation 
provided : 

“As soon as possible after the closing date for submission of proposals, the 
offers will be evaluated on the basis of the financial return to the Government, 
the proposed method of operation, and the fitness and ability of the proponent 
to serve the public. Subject to the right of the Government to reject all 
proposals, further negotiation may be had with the firm(s) which make the 
most advantageous offer(s).” 

Proposals were opened by the airport authorities on June 1. The two bidders 
in contention were Airport Transport, Inc., the incumbent, and the Arlington 
Yellow Cab Co., Inc. These firms offered a return to the Government based 
on the following rates on gross receipts accruing from transportation originating 
at the airport: 


Airport Arlington 


Gross receipts from transportation originating at airport | 
| Transport | Yellow Cab 


Percent Percent 
WO 06 DINO ONO. « << - no snk i cence restcenensndsnn heeded satin enilsbes 13 17 
$750,000 to $1,000,000__..-.----- sida hahtildhss neha = Sibhctabop ikea bing at biti tnaantn aad 14 19 
Over $1,000,000. - .......---.--------.--------------------- ranseeegh in aeoamereied eri 15 21 





On June 6, the director of the airport transmitted to the Assistant Adminis- 
trator for Administration of the Civil Aeronautics Administration a recommenda- 
tion that the bid of Airport Transport be accepted. Meetings were held 
separately with each bidder between June 15 and 18 to explore the offers further 
and for the purposes of negotiation. During negotiations Airport Transport 
agreed to increase the rate of return to the Government to 15 percent on revenues 
up to $750,000, 16 percent on revenues from $750,000 to $1 million, and 17 percent 
on revenues in excess of $1 million in addition, Airport Transport agreed to raise 
its minimum guarantee to $175,000. Yellow Cab refused to increase the rates 
over its original bid. The record does not indicate that Yellow Cab was given an 
opportunity to increase the guarantee of $125,000 stipulated in the invitation. By 
letter of June 27, 1956, Yellow Cab was advised that the award had been made to 
Airport Transport. 

By letter of June 28, 1956, Yellow Cab protested the award on the basis that it 
offered the most favorable return to the Government and that it had submitted 
“all evidence required by the CAA to show its good faith and ability to per- 
form satisfactorily.” 

By further letter of July 19, Yellow Cab contended that the Administrator had 
no authority to award the contract pursuant to negotiation but was bound to 
conform to the advertising requirements contained in title 41, United States 
Code, section 5. As to this latter contention, section 3 of the act of June 29, 
1940 (54 Stat. 688), provides: 

“The Administrator [of CAA] is empowered to lease, upon such terms as he 
may deem proper, space or property within or upon the airport for purposes 
essential or appropriate to the operation of the airport.” 
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We have held that the authority granted in section 3 is wholly inconsistent with 
any advertising requirement and therefore, while it does not expressly authorize 
leasing without advertising, impliedly permits the award of the type of con- 
tract in question through negotiation and without advertising. The provision 
has been so interpreted by you and your predecessors since its enactment and the 
courts grant great consideration to such administrative interpretations, es- 
pecially when of long standing. United States v. Jackson (280 U.S. 183) ; 
Kern River Co. v. United States (257 U.S. 147). Accordingly, we find no basis 
for disturbing the award for the reason that it was made pursuant to negotiation. 

The letter of July 23, states: 

“The invitation for proposals to operate the ground transportation conces- 
sion at the airport made it clear the competitive bidding procedures ordinarily 
followed in the award of Government contracts were not to be followed in this 
case. Every effort was made to assure full consideration to all persons or firms 
who might have desired to provide ground transportation service at the air- 
port. All those who submitted proposals were advised in the invitation that 
their offers would be evaluated not merely on the basis of financial return to 
the Government but also upon the basis of their proposed method of operation 
and their relative fitness and ability to serve the public. The actual considera- 
tions which went into the determination of the award which was made are 
summarized in the memorandum entitled, ‘Results of Negotiations for Ground 
Transportation at the Washington National Airport and Recommendation for 
Award of Such Concession.’ A copy of this memorandum is enclosed.” 

Paragraph IV of the invitation quoted above makes it clear that the award 
was to be made pursuant to negotiation and not as a result of formal advertising. 

The reasons for awarding the contract to Airport Transport, given in your 
memorandum cited in the paragraph quoted above, are labeled “A” 
mary below ; our comments on the reasons are marked “B.” 

1A. The firm has established a high standard of service. 

B. Our findings indicate that Airport Transport conducted a commendable 
operation. 


2A. Airport Transport offered the highest guaranteed minimum, $175,000 per 
year. 

B. The invitation for proposals stipulated a minimum guarantee of $125,000 
per contract year. The form did not indicate that a higher guarantee might be 
made nor was space provided to insert one. Airport Transport offered the 
higher guarantee during the course of negotiations. There is no evidence in 
the minutes of the meeting with Yellow Cab or in other records that Yellow 
Cab was offered an opportunity to raise its guarantee, or that the prospect of a 
supplemental airport with possible reduced revenue to the concessionaire was 
discussed. Further, based on a projected revenue of $1,200,000, which experi- 
ence indicates is reasonable, the return to the Government on a contract at the 
rates offered by Yellow Cab would be $217,000, or $42,000 in excess of the mini- 
mum guarantee offered by Airport Transport. Under these circumstances, we 
believe that the increased guaranteed minimum was a factor of only speculative 
significance in favor of Airport Transport. 

3A. The possibility of service being interrupted because of labor difficulty 
would be less with the incumbent, who has already established satisfactory rela- 
tions with the labor union, than with a new operator. 

B. While the incumbent operator by reason of having an existing labor agree- 
ment may have been able to negotiate a new agreement more easily than a new 
contractor, no evidence was furnished to support the assumption that a new con- 
tractor would have such difficulty as to jeopardize the continuance of service. 
In its bid, Yellow Cab stated that if awarded the contract it would negotiate with 
the union. No discussion of the subject appears in the minutes of the meeting 
with Yellow Cab. This reason appears to be an unsupported opinion. 

The memorandum enclosed with the letter of July 23, indicates that Yellow 
Cab’s bid was rejected for the following reasons marked “A.” The protestant’s 
answers contained in a letter dated August 6, are summarized in paragraphs 
marked “B” and our own comments are marked “C,” 

1A. Yellow Cab’s balance sheet shows a net worth of $30,000. While affiliate 
companies have combined additional assets of $229,252, an unconditional state- 


ment could not be obtained that the assets of all of the affiliates would be pledged 
to the performance of the contract. 


in the sum- 
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B. At the meeting of June 15, representatives of Yellow Cab unequivocally 
agreed to meet any condition precedent to award to demonstrate financial re- 
sponsibility. 

The letter of August 6, states, “Our intention to so pledge these assets was 
clear in our bid and was reaffirmed in the June 15 meeting.” Further, Yellow 
Cab representatives indicated that they could in 2 hours present a certified check 
for $200,000. 

C. The financial position of Yellow Cab is not of primary significance. The 
real measure of the financial responsibility of the bidder was the additional 
amount which the stockholders were able and willing to invest in the airport 
operation when and if awarded the bid. Yellow Cab’s bid stated that an addi- 
tional $200,000 would be invested by stockholders and a further $120,000 would 
be obtained through financing new rolling stock. The minutes of the June 15 
meeting indicate that Yellow Cab representatives stated that the assets of the 
subject company were actually additional facilities which would be available 
to the concession operation over and beyond the new facilities to be acquired 
with new capital; that it could finance the operation without these assets; and 
that the new capital of $200,000 would represent an investment in Yellow Cab 
earmarked for operating the concession and could be produced in the form of a 
certified check immediately. Further, Yellow Cab representatives offered to 
meet any condition precedent to the award to demonstrate financial responsi- 
bility. CAA representatives did not request Yellow Cab to furnish evidence of 
its ability to obtain the $200,000 nor did they make it clear what financial ar- 
rangements would be considered acceptable. The additional capital together 
with the $120,000 financing of new rolling stock would compare favorably with 
the financial position of Airport Transport. The assets of the affiliate companies 
would have added financial strength. In the light of the above, there appears to 
be no sound basis for questioning the capacity or willingness of Yellow Cab and 
its stockholders to adequately finance the operation of the concession. 

2A. The president of Arlington Yellow Cab has an agreement with Airport 
Transport’s parent company providing that he will not engage in any activity 
competitive with Airport Transport without first fully and openly submitting 
the details of the proposal to Airport Transport and, further, that he agrees to 
give his best efforts to securing a renewal of Airport Transport’s contract with 
the Washington National Airport. Award of the contract to Yellow Cab would 
quite likely have resulted in litigation, and regardless of the outcome. such 
litigation could have an adverse effect on the ground transportation service. 

B. Representatives of Yellow Cab at the meeting of June 15, agreed to divulge 
their defense to such possible litigation if the Government considered it necessary 
in evaluating their bid. Yellow Cab’s letter of August 6, further states: 

“* * * Over simplified and in addition to other legal defenses to this argu- 
ment which Mr. Nichols has as an individual, it may be stated that the Arlington 
Yellow Cab Co. operations were specifically exempted from application of the 
agreement, all parties to the agreement referred to are deceased except Mr. 
Nichols, and finally and in any event, Mr. Nichols does not own the controlling 
interest in the Arlington Yellow Cab Co.” 

C. There is no indication that CAA representatives asked that the defense he 
divulged nor did they examine the agreement to determine whether Yellow Cab’s 
operations were exempt from its terms. We are of the opinion that in the 
interests of obtaining the best possible contract for the Government a fuller 
examination should have been made by legal representatives of CAA or the De- 
partment of Commerce to ascertain whether in fact award to Yellow Cab would 
have resulted in litigation which might have disrupted service. 

3A. Yellow Cab’s operations are presently nonunion in character. While 
Yellow Cab representatives have stated an intention to deal with the union to 
the extent of the airport service, it would supplement the airport service when 
necessary by its cabs operating in the Arlington County area. Since the latter 
cabs are driven by nonunion employees and there is no indication that they would 
be unionized, complications might arise to the detriment of the service at the 
airport. 

B. The letter of August 6, from Yellow Cab states in regard to this matter in 
pertinent part that: 

“* * * To assume, as the Civil Aeronautics Administration apparently does, 
that we would place all of our operations in jeopardy by attempting to inter- 
mingle unionized and nonunion business is to deny one of the fundamentals 
of private business. The Civil Aeronautics Administration at no time asked 
us to indicate whether our Arlington County operations would be unionized. 
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The fact is that we did plan to unionize all our ground transportation operations 
had we been awarded the airport concession. We would have been happy to so 
indicate to the Civil Aeronautics Administration. 

“* * * In any event, we were prepared, and are prepared, upon being granted 
the contract, to negotiate with any bargaining agent chosen by our employees. 

“Although the question of union labor was never raised by CAA in the June 
15 conference where our bid was discussed, this factor suddenly appears as a 
factor in the rejection of our bid.” 

C. There is no evidence that the subject of labor union agreement and affilia- 
tions was raised by the agency or discussed at any time during the negotiations. 
Since neither the invitation nor the agreement attached thereto stipulated any 
conditions regarding union arrangements, we believe that it was the duty of the 
agency to initiate any inquiries which it deemed pertinent to its requirements 
for service. We do not believe that an agency is justified in assuming a passive 
role on a matter of this kind and then rejecting the bid partially because the 
bidder did not voluntarily furnish the information. 

4A. The use of radio-controlled cabs otherwise used in the Arlington County 
area would result in complaints from other cab companies as an apparent viola- 
tion of the exclusive right to pick up passengers contained in article I(a) of 
the contract. Further, the use of such cabs which also engage in other business 
not under the contract would increase the difficulty in determining the quantity 
of receipts subject to the contract. 

B. Yellow Cab’s comments contained in their letter of August 6, are: 

“The bid forms specified that markings of rolling stock would be subject to 
approval of the airport director. We agreed to this. * * * We reaffirmed in 
that meeting [of June 15] our willingness to conform to the regulations. Our 
rolling stock could and would be marked according to the requirements of the 
airport director. The policing problem posed in the Civil Aeronauties Adminis- 
tration report is imaginary—not potentially real. 

“As for the accounting of revenues, we refer you to the last two lines of page 
12 of the attached minutes of the June 15 meeting and the discussion following 
on page 13. It is abundantly clear from this what our intentions were. We 
would include in the gross receipts under the contract revenues received from 
any pickup of passengers at the airport by Arlington Yellow Cab. We would 
propose on recommendations of our CPA simple accounting procedures. The 
Civil Aeronautics Administration could approve our proposed accounting methods 
or prescribe another to its liking. 

“To conclude, as the Civil Aeronautics Administration does, that its auditing 
job would be made difficult is pure speculation. It need not be so.” 

©. Yellow Cab had agreed to mark the vehicles used at the airport in any 
manner required by the airport director to distinguish them from other ve- 
hicles. Furthermore, the proposed contract provides that the airport director 
may disapprove the use of any vehicle because of color, design, or, condition. 
Thus, it seems that the agency had by both contract and specific commitment 
of the bidder, the basis for insisting upon such distinctive markings as it felt 
were necessary to obviate policing problems. As to reporting receipts, the 
bidder had likewise agreed to adopt any system of accounting suggested or 
approved by the agency. While it is possible that the auditing of receipts on 
radio-dispatched taxicabs may have been more complicated than under the 
present arrangements, this can hardly be considered as a reason for rejecting the 
bid. Both the reasons advanced under this section seem at best, minor con- 
siderations. 

5A. Yellow Cab’s representatives gave verbal assurance that the high 
standard of service set under the previous contract would be maintained but 
gave no indication of the load factor the company was considering. Conse- 
quently, it would be possible for this firm to operate at less expense than the 
incumbent by holding the outgoing passenger at the ramp for some additional 
time and thus deteriorate the service. 

B. Yellow Cab’s comments are: 

“As conceded by the Civil Aeronautics Administration, we did give verbal 
assurance that we would at least equal the standard of service provided by 
the present contractor. The present contractor is in a unique position to cite 
actual experience on load factors. If the Civil Aeronautics Administration 
wanted us to agree to a specified maximum waiting period, it should have 
80 advised us, preferably in the bid invitation, but certainly in the June 15 
meeting. 
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“To suggest, as the Civil Aeronautics Administration did in its report to 
you, that any bidder would not give serious ‘consideration’ to this point is again 
ludicrous in the face of the heavy investment and bond required as a part of 
the operation.” 

C. Total operating costs (exclusive of fees payable to the Government), esti- 
mated by Yellow Cab were considerably less than the actual costs of Airport 
Transport for the calendar year 1955. An analysis of the items comprising 
these totals would have identified the differences by types of cost and thereby 
enable a more conclusive judgment regarding the apparent capability of Yellow 
Cab to render service of the quality desired. We were informed by airport 
officials that they doubted Yellow Cab could maintain satisfactory service at 
such reduced costs but that an analysis of the individual items of cost was 
not made. 

6A. While the incumbent has 46 limousines and plans to increase that fleet, 
Yellow Cab indicated an intention to begin operations with 30 limousines, and 
to increase the number if the airport director found that more were needed 
to provide the proper standard of service and the contractor agreed with such 
findings. That qualification (that the firm would have to agree with the findings 
of the director) might result in a significant administrative burden on the 
director. 

B. Yellow Cab contends that if a minimum number of limousines was required, 
the invitation should have so specified, and further that the firm’s representa- 
tives at the meeting of June 15, gave “categorical assurance that we would 
increase the number of vehicles as required.” 

C. It is not entirely clear to us from the evidence whether Yellow Cab intended 
to use 30 limousines as its approximate permanent fleet or merely as the minimum 
fleet with which to begin operations. Its bid stated that 30 limousines and 50 
taxicabs were to be acquired. In the meeting Yellow Cab acknowledged that 
the 30 limousines seemed a bit low but believed that if it had 3Q ready for service 
by July 1 it would take care of the load factor until it was found that more 
were needed. It was not brought out whether any or all of the 41 taxicabs 
then owned by Yellow Cab were contemplated for use in the initial operation; 
other discussion indicated that they would be available but principally to handle 
peak requirements. It is logical to assume that Airport Transport was not 
using more vehicles than were necessary for the standard of service being ren- 
dered. Yellow Cab stated that it was aware of the number of vehicles currently 
being used by Airport Transport. Since Yellow Cab apparently planned to 
commence operations with substantially fewer limousines than the number 
then in use, we believe that its proposed method of operation should have been 
explored in the course of negotiations. The record does not indicate that this 
was done. There is some question as to whether in the course of negotiations 
Yellow Cab agreed equivocally or unequivocally that it would increase the 
number of vehicles upon a finding by the airport director that more were needed. 
Such a provision was not included in the form of agreement circulated with 
the invitation for proposals but does appear as article VI(b) of the contract 
awarded Air Transport. It is, of course, a significant provision in assuring 
that the contractor renders satisfactory service. Yellow Cab’s specific accept- 
ance or rejection of this provision should have been obtained. 

7A. Yellow Cab was not at the time of evaluation in a position to begin full 
service on July 1. The firm had no positive schedule for acquisition of limou- 
sines in its original proposal. Asa result of the negotiations the firm obtained 
a promise from a local dealer that he could deliver 10 by July 1, but the schedule 
on the balance of 20 would need to be worked out with the factory. 

B. Yellow Cab states: 

“We assured the Civil Aeronautics Administration, using its hypothetical 
award date of June 22, that we could begin the service at midnight on June 30. 
This would have been done by using taxicabs and charging limousine rates until 
limousines in the full numbers needed were available. 

“Our schedule of acquisition of limousines in our original proposal, assuming 
an award within a reasonable time, was to have 30 such vehicles in operation 
on July 1. Following the June 15 meeting, we got a promise from one dealer 
substantially as reported to you by the Civil Aeronautics Administration, and 
assuming a hypothetical award date of June 22. Something not reported to you 
by the Civil Aeronautics Administration is that we also secured and furnished 
to it a letter from another (one of the largest limousine companies, the Checker 
Cab Sales Corp.) dealer, a promise to deliver 10 limousines by June 30, 20 addi- 
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tional by July 7, and 20 additional by July 15, making a total of 50 limousines 
available by July 15, 1956, from this one dealer.” 

C. The period from the opening of proposals to the effective date of the pro- 
posed contract was insufficient to permit orderly negotiation with bidders, veri- 
fication of their representations, and award of the concession reasonably in 
advance of the beginning of service to allow a new contractor to obtain delivery 
of vehicles, recruit personnel, and in general to form an organization prepared 
to begin operations promptly on the contract date. This condition creates a 
situation wherein by the date the award is made, only the incumbent is in a posi- 
tion to provide the required service and other facilities on the effective date of the 
contract. In regard to Yellow Cab’s schedule for the acquisition of limousines, 
no mention is made of the arrangement which Yellow Cab had with Checker Cab 
Sales Corp. for 50 limousines with delivery of 10 by June 30, 20 by July 7, and 
20 by July 15. This arrangement was contained in a letter from Checker Cab 
dated June 15, a copy of which was forwarded to the agency on June 19. In view 
of the fact that the delay in making the award was attributable entirely to 
circumstances under the control of the agency, its rejection of the bid on this 
ground does not appear to be justified, at least without efforts to verify the 
arrangements for securing equipment. 

House Report 2507, 76th Congress, states that the purpose of section 3 of the 
act of June 29, 1940, was designed “to enable the Administrator of the Civil 
Aeronautics Authority to lease space or property at the Washington National 
Airport at the most advantageous terms to the Government.” It may be stated 
generally that contracting officers of the Federal Government have the duty to 
select the contract most advantageous to the Government, whether the award 
is made pursuant to formal advertising or negotiation, in terms of price, and 
other factors such as judgment, skill, ability, capacity, and integrity (Friend v. 
Lee, 221 F.. 2d 96). 

In this case, not only the financial return to the Government, but also the 
proposed method: of operation and the fitness and ability of the proponent to 
serve the public were to be evaluated. No standards or guidelines for this 
evaluation were supplied and no basis of comparison of the fairly measurable 
financial factor with the somewhat imponderable other factors was stated in 
the proposal. It is doubtless inevitable that the exercise of the administrative 
discretion of the contracting officer, which is conceded in those areas by such 
cases as Friend v. Lee, supra, and O’Brien v. Carney (6 F. Supp. 761), should 
be peculiarly subject to charges of favoritism, abuse, caprice, and arbitrariness 
unless the administrative decision is soundly based on factual background and 
logically reasoned conclusions. 

There are several circumstances which at least raise implications that the 
comparison of Yellow Cab’s proposal with that of the incumbent contractor 
lacked such objectiveness as would allay any doubts of the reasonableness of the 
administrative decision ultimately reached. 

These are— 

1. The arrangement of the time schedule from distribution of the invitation 
to notice of award was such that at the time of award only the incumbent 
was in a position to begin full service on July 1. There was no emergency 
and sound reason would appear to have dictated that the new contract be 
awarded a sufficient time before the expiration of the old one to give the 
new contractor on opportunity to acquire the necessary equipment, personnel, 
and facilities. 

2. The airport director on June 6 recommended that the incumbent’s bid 
be accepted. This was 9 days before any negotiations were begun. Since 
the proposals made by the bidders were intended as a basis for negotiation 
and since the incumbent’s proposal was amended during negotiations, the 
best interest of the Government would seem to have required that negotia- 
tions be completed before any recommendation was made. That a sound 
recommendation could be made before all of the proposals had been ex- 
plored sufficiently to determine which offerer proposed terms most advanta- 
geous to the Government is questionable. 

3. The second reason given for making the award to Airport Transport 
was that it offered a higher minimum annual guarantee of $175,000. The 
proposal form stipulated a guarantee of $125,000 and did not indicate that 
a higher guarantee might be offered. Further, while the incumbent’s guar- 
antee was raised during the course of negotiations, no such opportunity 
was afforded Yellow Cab. Finally, on the basis of past experience as to 
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business volume, the higher rates offered by Yellow Cab would have been 
more advantageous to the Government than the increased guarantee offered 
by Airport Transport. 

4, Of the other reasons given for the rejection of Yellow Cab’s bid, Nos 
1 (Yellow Cab’s net worth) and 4 (marking of cabs and accounting diffi- 
culties) are for the reasons stated above not deemed to be an adequate basis 
for the rejection of the proposal. On reasons Nos. 2 (agreement not to 
compete), 3 (possible difficulty with the labor union), 5 (standard of sery- 
ice) and 6 (increases in number of vehicles) the analysis performed by the 
agency, as indicated above, was not adequate to determine whether or not 
in fact they would have tended to reduce the desired standard of service. 
Further, on reason No. 7, the statement of limousine availability from a 
second source, affirmed by a letter from the source, seems to have been 
ignored by the agency in evaluating the proposals. 

We express no opinion whether the award to Air Transport will ultimately 
prove to be in the best interests of the Government because, in our opinion, the 
negotiations were not conducted in such a inanner as to assure to the Govern- 
ernment all available information before selecting the most advantageous con- 
tract, considering price and other factors mentioned in the proposal. While 
we would not be warranted in directing cancellation of the contract, in view of 
the negotiating authority given the administrator by the act of June 29, 1940, 
we do feel that you will wish to review the negotiation of this contract. Be- 
cause of the circumstances surrounding the award, we are bringing the matter 
to the attention of the proper congressional committees. 

Sincerely yours, 
JosePH CAMPBELL, 
Comptroller General of the United States. 


APPENDIX 2 
FEDERAL AVIATION AGENCY, 
Washington, D.C. 

GENTLEMEN: Transmitted herewith are two separate invitations for pro- 
posals which solicit submission of proposals for the right to provide certain 
ground transportation requirements at Washington National and Dulles Inter- 
national Airports. One invitation covers the requirement for a nonscheduled, 
specialized transportation system to serve airline passengers and baggage at 
the two airports, and the second covers the requirement for a regularly scheduled 
bus service to serve airport employees and the general public at both airports. 
Due to the close working relationships of the two systems, simultaneous distribu- 
tion of the invitations is considered in the best interests of all interested parties. 

Proposals are invited under either or both invitations. In addition, proponents 
desiring to do so may submit a third proposal which sets forth considerations 
offered under each respective invitation under conditions whereby the offer is 
qualified by the proponent to require his receipt of award under both invitations. 
In the event the Government should elect to make award in this manner, all 
proponents are advised that separate agreements with the successful proponent 
will, nevertheless, be required, and each agreement to be executed will be sub- 
stantially similar to the respective sample agreements made a part of each 
invitation. 

In the event award under each invitation is made to separate contractors, all 
proponents are advised that the Government will monitor and control the opera- 
tion of each contractor, and thereby insure that the regularly scheduled bus 
service does not operate in direct competition with the nonscheduled specialized 
system with respect to soliciting airline passengers and their baggage for trans- 
port from the airports. 

Attention is invited to the closing date of 4 p.m., eastern daylight saving time, 
May 13, 1960. 

Sincerely, 


L. W. Burton, 
Acting Director, Bureau of National Capital Airports. 
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FEDERAL AVIATION AGENCY, 
BUREAU OF NATIONAL CAPITAL AIRPORTS, 
Washington, D.C. 


[NVITATION FOR PROPOSALS TO OPERATE SCHEDULED BUS SERVICE FOR WASHINGTON 
NATIONAL AIRPORT AND DULLES INTERNATIONAL AIRPORT 


I. PURPOSE 


In the operation of the Washington National Airport and the Dulles Interna- 
tional Airport, the Bureau of National Capital Airports is authorized to award 
contracts for the conduct of desired services. It is the purpose of this invitation 
to solicit proposals to provide regularly scheduled bus service to and from these 
airports. 

II. OPERATION 


1. The proposal will be for the right to provide regularly scheduled bus service, 
as approved by the Director, Bureau of National Capital Airports of the Federal 
Aviation Agency, and authorized by the appropriate Federal, State, and local 
commissions and authorities, between Washington National Airport and down- 
town Washington, D.C.; Dulles International Airport and downtown Washing- 
ton, D.C.; between the two airports, and between such other points as may be 
required. 

2. The service is required and is to be operated primarily (but not exclusively ) 
for the purpose of furnishing transportation to employees of the Government, 
air carirers, tenants, and concessionaires at the airports. 

3. The operator will be required to furnish a proper, adequate and efficient 
scheduled bus service with a sufficient number of buses adequately and properly 
equipped to provide such an operation. At his own cost and expense he must 
furnish any additional buses required to meet increased demands. 

4. Service covered under this invitation is for the period July 1, 1961, to 
June 30, 1966. 


Ill. SPECIALIZED GROUND TRANSPORTATION 


Specialized ground transportation for airline passengers will be required in 
addition to the bus service described in article II above. Proposals for this 
type of operation are being requested by a separate invitation. 


IV. CLOSING DATE 


Written proposals may be submitted to the Director, Bureau of National Cap- 
ital Airports, Federal Aviation Agency, Washington, D.C., until 4 p.m., e.d.s.t., 
May 13, 1960, and must be on the enclosed portions of this invitation entitled 
“Proposal” and “Qualification Data.” 

There will be no public opening of proposals. 


Vv. AWARD 


As soon as possible after the closing date for submission of proposals, the 
offers will be evaluated on the basis of the fitness and the ability of the 
proponent to serve the public, the proposed method of operation, and the 
financial return to the Government. 

The Government reserves the right to reject any and all proposals submitted. 
At the discretion of the Government, all proposals submitteu are subject to 
further negotiations between the Government and the proponent. The right 
is also reserved by the Government to accept the proposal, which in the judg- 
ment of the Government, even though it does not contain the highest financial 
offer, is nevertheless deemed the most advantageous to the Government. 

All proponents will be notified not later than June 30, 1960, of the acceptance 
or rejection of their proposal. 
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PROPOSAL 


DIREcTOR, BUREAU OF NATIONAL CAPITAL AIRPORTS, 
Federal Aviation Agency, Washington, D.C. 

Pursuant to the terms and conditions of the “Invitation To Operate Sched- 
uled Bus Service,” dated ~....._____ , the undersigned offers to undertake such 
operation and pay to the Government the fees indicated below: 

A. Monthly minimum payment: $_-_.-------_--. 

B. Entry fee: For the entry upon the airports of vehicles utilized to 
provide this service. For each and every entry $---------- per entry. 

C. It is agreed and understood that the Government shall receive the monthly 
minimum guarantee or the entry rate times the number of vehicle entries, 
whichever is greater, each month during the term of the agreement. 

Attached is a statement of qualifications which is certified to be true and 
accurate. 


Note.—Enclose this proposal and the qualification data form with appro- 
priate enclosures in duplicate in a sealed envelope, addressed to Director, Bu- 
reau of National Capital Airports, Federal Aviation Agency, Washington, D.C., 
and marked in lower left hand corner “Proposal to Operate Scheduled Bus 
Service.” 


QUALIFICATION Data—ProposaL To OPERATE SCHEDULED Bus SERVICE, WASH- 
INGTON NATIONAL AIRPORT AND DULLES INTERNATIONAL AIRPORT 


1. Name (print name of corporation, partnership, or individual, together with 
firm name under which business is to be conducted) —-------_------------- 


rr UE sa cia casajevaeeeel ene eatin a eden oan aeaealenlinaanadiparaaeirts alias allied amuanerakosiiiaial 
(Streets address or post office box) (City) (State) 

8. Type of organization. (Indicate whether corporation, partnership, or indi- 
vidual. If corporation, give State of incorporation. If partnership, list names 
of partners. ) 

4, Local representatives. (List the company name and business address of 
the local company which will represent the firm, if other than as shown in items 
1 and 2, and the name and title of the principal local personnel who will act for 
the company.) 

RIT (disc sicdenncn cn cncdscn pe dapiiienincinawselo etd Nbtadahlnws ble 
RNS 5 ne he cence eth eee 
Personnel: 


5. Organization has had experience in operating a scheduled bus service, as a: 
(a) General lessee or owner, ~------_ years. 
(b) Sublessee, _._...-- years. 

A selected listing of typical operations is given below: 


Years in 
Operation Name, type, and location of operations Annual gross income 


6. The following persons or agencies may be contacted for information con- 
cerning operations listed in (5) above: 
Name Title Address 


nen: = = —=— A eee 
A. Enclose a copy of the most recent balance sheet or other statement to indi- 
eate the assets, liabilities, and net worth of the company submitting the pro- 
posal. 
B. State the initial investment the company agrees to make in establishing 
the business at the airport: $_-_--_-_---_---__. 
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8. Service or storage facilities of the company : 

A. List all such existing facilities located in the Washington metropolitan 
area. Indicate the scope of service operations and the size of storage facilities, 
and whether company owned and operated or contracted with others: 

B. Furnish as an attachment, your proposed maintenance plans for main- 
taining vehicles to be utilized in this transportation system. Include informa- 
tion on whether you desire to construct maintenance facilities at one or both 
airports, or whether maintenance will be performed at some other location. 
Indicate desired location of service facilities, such as gas, oil, and lubrication. 

9. Equipment: Submit as an attachment, a listing of equipment to be utilized 
in this operation. Indicate whether currently owned or to be acquired. In- 
clude vehicle make, capacity, average age of presently owned vehicles and any 
other available pertinent information that will assist the Government in its 
evaluation of the proposals. 

10. Furnish proposed plan for furnishing such bus service to the two airports. 
This should include, but not be limited to, frequency of service, routes to be 
traveled, and proposed fares. 

11. Indicate what space or facilities you would desire on the airports and 
the amount you would agree to expend to construct bus stop shelters and similar 
items. 

12. Prior to award the Government may require the companies submitting 
the most advantageous proposals to furnish additional information to enable 
the Government to determine the responsibility or capability of the company 
to faithfully perform the terms and conditions of the proposed agreement. The 
Government reserves the right to disqualify any company, which in the opinion 
of the Government does not possess the necessary ability or qualifications to 
furnish the proposed service. 

The undersigned hereby vouches for the truth and accuracy of all statements, 
answers and representations made in this questionnaire, including all supple- 
mentary statements hereto attached. 


RE ck es eee ew at ES! A aie dd cd ie 





SAMPLE AGREEMENT FOR THE OPERATION OF SCHEDULED GROUND TRANSPORTATION 


SERVING WASHINGTON NATIONAL AIRPORT AND DULLES INTERNATIONAL AIR- 
PORT—EFFECTIVE JULY 1, 1961 


The UNITED STATES oF AMERICA (hereinafter referred to as the ““Government”), 
represented by the Director, Bureau of National Capital Airports, the Con- 
tracting Officer executing this Agreement, and 


(hereinafter referred to as the “Contractor”), agree as follows: 
ARTICLE I—SCOPE 


The Government hereby grants to the Contractor, subject to all the terms, 
conditions and covenants of this Agreement, the right, power 2nd privilege to 
provide scheduled motor coach transportation, operated as a common carrier 
for passengers, to serve Washington National Airport and/or Dulles Inter- 
national Airport, more specifically defined as follows: 

(a) The right to operate a regularly scheduled bus service to and from either 
or both airports from downtown Washington, D.C. over routes approved by the 
Director and authorized by the appropriate federal, state or local commissions 
or authorities having powers to regulate the Contractor in his operations as a 
common carrier while en route to or from the airport boundaries. 

(b) The right to operate motor coach equipment upon the grounds of each 
Airport as an extension of the Contractor’s routes for regularly scheduled off- 
Airport operations: Provided, That on-Airport operations by the Contractor shall 
be confined to such schedules and routes as are designated or otherwise approved 
from time to time by the Director, including stops upon the grounds for the 
pickup and discharge of passengers at only those places specifically designated 
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or approved by the Director for this purpose: And provided further, That the 
right granted for on-Airport operations by the Contractor shall not be construed 
as a right to operate an intra-Airport transportation system within the confines 
of the Airport boundaries. 

(c) The right to use the Airport access or entrance roadways and highways 
under the jurisdiction of the Director, for the purpose of operating its buses 
into and out of the grounds of the Airports proper. 

(d) The foregoing rights are to be exercised primarily, but not exclusively, 
for the purpose of providing transportation to employees of the Government, and 
for the employees of air carriers and other tenants and operators doing business 
on the Airports. Therefore, the exercise of such rights by the Contractor is to 
be monitored and controlled by the Government to insure that Contractor’s 
on-Airport transportation service does not operate in direct competition with 
any rights granted by the Government to a third party permitting the operation 
of a specialized non-scheduled transportation system serving airline passengers 
utilizing the Airports. 

However, this intent shall not be construed to prohibit the Contractor from 
transporting any and all passengers desiring to board the Contractor’s equip- 
ment at designated stop locations on the Airport, or from transporting any and 
all passengers boarding the Contractor’s equipment at any en route stop outside 
the boundaries of the Airport. 


ARTICLE II—TERM OF AGREEMENT 


The term of this Agreement shall extend for a period of five (5) years, be- 
ginning on the First day of July, 1961, and ending on the Thirtieth day of June, 
1966, unless sooner terminated as provided herein. 


ARTICLE III—PAYMENTS TO THE GOVERN MENT 


For the rights granted herein, and for the use of access and other roadways 
upon the airports, the Contractor agrees to pay to the Government each month, 
during the term of this Agreement, either a monthly minimum guaranteed 
De hn Oe Sr NE ok a eee, cece Cet coos ), or a fee com- 
a St Ce ee OE on a eek (Batic oe. ) for each 
and every entry upon either airport, during the monthly period, of a vehicle 
utilized by the Contractor in the performance of this Agreement, whichever is 
the greater amount for each respective contract month. 

The guaranteed monthly minimum fee shall be paid in advance on the first 
day of each month during the term of this Agreement. The Contractor shall 
furnish to the Director, on or before the fifteenth day following the last day 
of each calendar month during the term of this Agreement, a certified state 
ment, prepared in the manner the Director may prescribe, of the number of 
vehicle entries made by the Contractor during the previous calendar month, 
and he shall at the same time pay any amount by which the payment due, 
computed on the basis of the vehicle entry fee specified herein, may exceed 
the guaranteed monthly minimum fee. 


ARTICLE IV—BOOKS, RECORDS, ACCOUNTS 


The Contractor shall: 

(a) Maintain in accordance with accepted accounting practices, during the 
term of this Agreement, and for at least three (8) years thereafter and until 
such time as the Contractor shall request and receive written permission from 
the Director to do otherwise, records and books of account recording all trans- 
actions at, through, or in anywise connected with the airports, which records 
and books of account shall be kept at all times within the Washington, D.C. 
Metropolitan area. 

(b) Permit in ordinary business hours during the term of this Agreement, 
and for at least three (3) years thereafter and until release therefrom is 
obtained in the manner stated in preceding Paragraph (a), the examination 
and audit by the officers, employees and representatives of the Government of 
such records and books of account, and also any records and books of account 
of any company which is owned or controlled by the Contractor, or which owns 
or controls the Contractor, if said company performs transportation services 
similar to those performed by the Contractor anywhere in the Washington, 
D.C. Metropolitan area. 
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(c) Permit the inspection by the officers, employees and representatives of the 
Government of any accounting, bookkeeping and similar equipment used by the 
Contractor. 

ARTICLE V—OPERATIONS UNDER THIS AGREEMENT 

The Contractor covenants and agrees: 

(a) To provide and properly maintain, at his own expense, throughout the 
period of this Agreement, properly and adequately equipped passenger buses 
which comply with all applicable regulations in effect, or hereafter enacted 
by duly recognized authority, concerning the use of such equipment in common 
carrier operations. 

(b) To provide such equipment in such numbers as are, in the judgment of 
the Director, reasonably necessary or required, or as from time to time may be 
determined to be reasonably necessary or required to provide proper, adequate 
and efficient scheduled bus service to meet the needs of the airports. 

(ec) To provide adequate and efficient seven-day-a-week twenty-four hour bus 
service which recognizes and serves the round-the-clock work schedules of em- 
ployees upon the airports. 

(d) To conduct his operations in a manner which does not allow standing 
buses to congest roadways or other driving areas on the airport. 

(e) To comply, at his own cost and expense, with all Federal or State laws, 
county and local ordinances, rules or regulations now or hereafter in force 
which may be applicable to the operation of his business at the airports, in- 
cluding the obtaining and payment for al! licenses and permits necessary for 
the operation thereof, and the payment of all fees and charges assessed under 
State, Federal, county or local statutes or ordinance, insofar as they are appli- 
cable thereto. 

(f) To furnish, at his own cost and expense, uniformed drivers, starters, 
mechanics, clerks and such other employees as may be necessary for the proper 
conduct of the transportation service who are possessed of all permits, approvals, 
licenses and certificates required by any applicable law, statute, ordinance or 
other regulation. 


(g) Not to employ, or continue in employment, any person that the Director 
may find objectionable. 

(h) To conduct operations himself and through his employees only; and not 
to assign or transfer this Agreement, nor perform any obligation hereunder 
through a subcontractor without the prior written approval of the Director. 

(i) Not to use, nor suffer or permit any person to use, the vehicular equip- 
ment to be operated hereunder for any illegal, immoral or bawdy purposes. 

(j) Not to cause or allow announcements pertaining to his services to be 
made over the public address systems of the airports. 

(k) To properly maintain in a clean and sanitary condition all motor vehic- 
ular equipment used in the performance of the ground transportation system. 

(1) To prohibit and restrain his agents, servants and employees from loud, 
noisy and persistent announcement of his services on or about the premises of 
the airports, and to display only such signs or advertising materials as first shall 
have been approved by the Director as to the size, place, manner of display and 
subject matter. 

(m) To obey, and cause all of his employees to obey, all traffic directions of 
police on duty at the airports, and any and all rules, regulations or orders which 


have been or may be issued by the Government affecting operations of the Con- 
tractor upon the airport. 


ARTICLE VI—UNDERTAKINGS OF THE GOVERN MENT 


The Government covenants and agrees, during the term of this Agreement : 

(a) Not to grant to any other person, firm or corporation the right to operate 
upon the airports as a scheduled motor vehicle common carrier, nor to grant to 
any other person, firm or corporation the right to use space in the Terminal 
Buildings, to install signs in the Terminal Bulldings or on the airports, or to 
solicit transportation business on the airports for the purpose of engaging in a 
scheduled motor vehicle common carrier transportation service in competition 
with the rights granted to the Contractor: Provided, That this undertaking 
shall not apply to, and the Government shall not be prevented from entering into 
agreements with other contractors for the furnishing of specialized airline 
passenger transportation service, air-taxi or air-shuttle operations, intra-airport 
transportation within the confines of the airport boundaries, the rental of self- 
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driven vehicles and such other similar transportation services as the Director 
may determine not to be in competition with the rights granted to the Contractor 
under this Agreement. 

(b) To provide adequate and suitably marked curb space, at places specifically 
assigned in writing by the Director, on roads and driveways of the airports for 
use by the Contractor in loading and discharging passengers. 

(ec) To repair and maintain in good condition, subject to the availability of 
funds therefor, the roads and driveways of the airport used by the Contractor 
in his operations under this Agreement. 


ARTICLE VII—FARES AND CHARGES OF THE CONTRACTOR 


Subject to the terms of the necessary permits, approvals, licenses and certifi- 
cates therefor, the Contractor shall provide regularly scheduled bus service at the 
fares and charges established by the duly authorized federal, state or local 
commission or authority empowered to establish such fares and charges for the 
common carrier operations of the Contractor. 


ARTICLE VIII—TERMINATING CONTRACT 


The Government shall have the right to terminate this Agreement in its entirety 
immediately upon the happening of any of the following events: 

(a) Filing by the Contractor of a voluntary petition in bankruptcy or the 
making by the Contractor of any general assignment for the benefit of creditors. 

(b) The occurrence of any act which operates to deprive the Contractor 
permanently of the rights, powers and privileges necessary for the proper conduct 
of operations under this Agreement. 

(c) The abandonment or discontinuance of the operation under this Agree- 
ment. 

(d) The failure by the Contractor to perform, keep or observe any of the 
terms, covenants and conditions which he is obligated to perform, keep or observe 
under this Agreement after the expiration of fifteen (15) days from the date 
written notice has been given to the Contractor by the Government to correct 
such default or breach. 

In the event of such termination, the Government shall have the right, at 
once and without further notice to the Contractor, to enter and take full posses- 
sion of the space occupied by the Contractor, by force or otherwise, and with or 
without legal process, to expel, oust and remove any and all parties who may 
occupy any portion of the airports and any and all goods and chattels not belong- 
ing to the Government that may be found in or upon the same without being 
liable to prosecution or to any claim for damages therefor. Upon such termina- 
tion by the Government, all rights, powers and privileges of the Contractor here 
under shall cease, and the Contractor shall immediately vacate any space oc- 
cupied by him under the Agreement and shall make no claim of any kind 
whatsoever against the Government, its agents or representatives, by reason of 
such termination or any act incident thereto. 

The Government, in addition to any other rights of termination, may terminate 
this Agreement in its entirety by thirty (30) days written notice to the Con- 
tractor in the event that such action is necessary in the interest of national 
defense. 

In the event this Agreement is terminated for any reason which is not the 
fault of, and is beyond the control of the Contractor, prior to the end of any 
contract month, the Contractor shall be entitled to have the minimum guarantee 
prorated for the period between the beginning of the contract month and the 
termination date, and he shall be required to pay either that reduced prorated 
guaranteed minimum or the fee computed on the basis of the number of vehicle 
entries for that period, whichever is greater. In any other case of termination, 
the Government may hold the Contractor liable for his minimum guarantee for 
the remainder of the contract term, or re-let the rights to another and hold the 
Contractor under this Agreement for any deficiency that may arise between the 
payments to be made under this Agreement and those received under the Agree- 
ment as re-let. 

In the event the Government shall fail to perform or observe the terms, 
covenants and conditions to be kept, performed and observed by the Government, 
and the Government shall fail to perform such terms, covenants and conditions 
within sixty (60) calendar days from receipt of a written notice by the Con- 
tractor informing the Government of such failure so to perform, the Contractor 
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may terminate this Agreement in its entirety, including his obligations here- 
under, by so advising the Government in writing twenty (20) days prior to 
the effective date of termination. 


ARTICLE IX—IMPOSSIBILITY OF PERFORMANCE 


In the event Contractor’s performance of his obligation is prevented or inter- 
rupted by strike, riot, storm, flood or other acts of God, or any act or state of 
war or public emergency, or any other unforeseeable cause beyond the control and 
without the fault or negligence of the Contractor, he shall not be required to 
perform the transportation service, nor to make the payments provided under 
Article III hereof for a period of time equal to the number of days the Con- 
tractor’s performance was so prevented or interrupted. 

Upon a determination by the Director that the Contractor is temporarily not 
able to render adequate and prompt transportation service as required by the 
terms of this Agreement, the Government shall have the right to directly obtain 
scheduled transportation service from any available source for the purpose of 
providing satisfactory transportation service: Provided, however, That in the 
event of exercise of this right, the Government shall immediately discharge or 
otherwise cause such other scheduled transportation service to quit the grounds 
of the airports as soon as the Contractor shall remedy the cause or causes of 
defect in his service. 

Exercise of the foregoing right may not be made by the Government in con- 
junction with the exercise of its right of termination as contained in Article 
VIII hereof. However, in no event shall the exercise of such right operate to 
set aside or otherwise jeopardize the right of subsequent termination action 
by the Government, pursuant to the provisions of Article VIII. 


ARTICLE X—CONTRACTUAL LIABILITY 


The Contractor shall assume all risks incident to, or in connection with, his 
operation under this Agreement, and shall indemnify, defend and save harmless 
the Government from any penalties for violation of any law, ordinance or regula- 
tion affecting or having application to the operation, and from any and all claims, 
suits, losses or damages for injuries to persons or property, of whatsoever kind 
or nature, arising directly or indirectly out of the operation, or resulting from 
the act or omission of the Contractor, or any of his agents or employees, or 
by any visitor, patron or other person being served by or seeking service from 
the Contractor. The Contractor shall, at his own cost and expense, take out 
and carry, throughout the term of this Agreement, a standard form policy or 
policies of insurance in such reasonable amount or amounts as may be approved 
by the Director as affording adequate protection to the Government against such 
liability, and the Contractor agrees to furnish a certificate from the insurance 
carrier showing such insurance is in effect within thirty (30) days after the 
effective date of this Agreement. 


ARTICLE XI—PUBLIC LIABILITY 


The Contractor shall, at his own cost and expense, take out and carry through- 
out the term of this Agreement, public liability insurance in amounts and with 
such coverage as are required by the commission or authority governing his 
operations as a common carrier, and agrees to furnish to the Director a cer- 
tificate from the insurance carrier showing such insurance is in effect within 
thirty (30) days after the effective date of this Agreement. 


ARTICLE XII—NO IMPLIED WAIVERS 


The failure of the Government to insist, in any one or more instances, upon 
a strict performance by the Contractor of any of the provisions, terms, covenants, 
reservations, conditions or stipulations contained in this Agreement shall not be 
considered as a waiver or relinquishment thereof for the future, but the same 
shall continue and remain in full force and effect, and no waiver by the Govern- 
ment of any provision, term, covenant, reservation, condition or stipulation hereof 
shall be deemed to have been made in any instance unless expressed in writing 
and signed by the Director. 
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ARTICLE XIII—PARTNERSHIP 


The Government and the Contractor agree that notwithstanding that fees 
hereunder are, or may be, measured by the volume of operations, and notwith- 
standing any other provisions of this Agreement, no partnership relationship 
between the parties hereto, or joint venture, is created by this Agreement, and 
the Contractor is not made the agent or representative of the Government for 
any purpose or in any manner whatsover. 


ARTICLE XIV-——-PERFORMANCE BOND 


The Contractor shall execute and deliver to the Director, within thirty (30) 
days after the execution of this Agreement, and shall at all times during the 
term of this Agreement, maintain in effect a valid bond payable to the United 
States of America in the amount of Ten Thousand Dollars ($10,000) issued 
by any corporation authorized by the Secretary of the Treasury of the United 
States of America to act as surety on performance bonds, which bond shall be 
conditioned upon the full and faithful performance by the Contractor of each 
and all of its covenants, agreements and undertakings, as set forth in this 
Agreement. 

ARTICLE XV—OFFICIALS NOT TO BENEFIT 


The Contractor agrees that no member of, or delegate to Congress, or resident 
commissioner, shall be admitted to any share or part of this Agreement, or to 
any benefit that may arise therefrom, but this provision shall not be construed 
to extend to this Agreement if made with a corporation for its general benefit. 


ARTICLE XVI—COVENANT AGAINST CONTINGENT FEES 


The Contractor warrants that no person or agency has been employed or 
retained to solicit or secure this contract upon an agreement or understanding 
for a commission, percentage, brokerage or contingent fee, excepting bona fide 
employees or bona fide established commercial agencies maintained by the 
Contractor for the purpose of securing business. For breach or violation of 
this warranty the Government shall have the right to annul this Agreement with- 
out liability, or in its discretion to require the Contractor to pay, in addition 
to the contract price or consideration, the full amount of such commission, per- 
centage, brokerage or contingent fee. 


ARTICLE XVIII—NOTICES 


Notices to the Government provided for herein shall be sufficient if sent by 
registered mail, postage prepaid, addressed to the Director, Bureau of National 
Capital Airports, Federal Aviation Agency, Washington 25, D.C.; and notices 
to the Contractor if sent by registered mail, postage prepaid, addressed to 
a ae en Ee alia ee ne , or to such other 
respective addresses as the parties may designate in writing from time to time. 


ARTICLE XIX—DEFINITIONS 


As used in this Agreement, the term: 

(a) “Airport” means either or both the Washington National Airport and/or 
Dulles International Airport, as the context requires. 

(b) “Director” means the Director, Bureau of National Capital Airports of 
the Federal Aviation Agency, or such other office, agency or agencies of the 
Federal Government having similar jurisdiction over, and contractual authority 
for, the airports. 

IN WITNESS WHEREOF, the parties hereto execute this Agreement as of the day 
and year below written. 

UNITED STATES OF AMERICA, 
Ry ila. 6 th aie tbe ore 
Director, Bureau of National Capital Airports. 


(Title) 
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SECRETARY’S CERTIFICATE 


Us hte Wcihitig dition sian deat , certify that I am the Secretary 

of the Corporation named as Contractor herein; that 

who signed this Agreement on behalf of the Contractor was then ~------------- 

of said corporation; that said Agreement was duly signed for and in behalf 

of said corporation by authority of its governing body and is within the scope 

of its corporate powers. 
(CORPORATE SEAL) 


APPENDIX 3 


FEDERAL AVIATION AGENCY, 
BUREAU OF NATIONAL CAPITAL AIRPORTS, 


Washington, D.C. 


INVITATION FOR PROPOSALS TO OPERATE NONSCHEDULED, SPECIALIZED AIRLINE 
PASSENGER GROUND ‘TRANSPORTATION SERVICE FOR WASHINGTON NATIONAL 
AIRPORT AND DULLES INTERNATIONAL AIRPORT 


I, PURPOSE 


In the operation of the Washington National Airport and the Dulles Interna- 
tional Airport, the Bureau of National Capital Airports is authorized to award 
contracts for the conduct of required commercial service operations. It is the 
purpose of this invitation to solicit proposals to provide for the specialized ground 
transportation of air passengers and baggage of these airports taking into account 
the special requirements of these public air passengers, for speedy efficient ground 
transport, special requirements associated therewith, the peaks and valleys of 
traffic occasioned by airline scheduled and nonschduled arrivals and departures. 


Il. CONCEPT OF NONSCHEDULED, SPECIALIZED GROUND TRANSPORTATION REQUIREMENT 


As the operator of the Washington National Airport and Dulles International 
Airport, it is the responsibility of the FAA to provide for all manner and types 
of ground transportation which airline passengers and the general public may 
require from these airports. 

Public ground transportation passengers originating at Washington National 
Airport traveling to points within the Metropolitan Washington area, pre- 
dominantly use taxi and limousine service. 

Due to the distance from Dulles International Airport to downtown Wash- 
ington, D.C., together with the greater number of passengers per jet transport 
operation, special airline-type passenger transport equipment will be required 
to handle this volume of passengers from Dulles Airport. Limousines and taxis 
will also probably be required at Dulles Airport. 

The ground transportation envisioned by this invitation is a highly specialized 
service designed for the rapid, efficient transportation or airline passengers. At 
Dulles International Airport, particularly, an important element in effectively 
meeting this demand will be the utilization of a high-speed airline-compatible 
passenger vehicle. This service will need to be radio dispatched and controlled 
to meet incoming and outgoing airline schedules with full reliability and the 
flexibility to accommodate changing operating conditions and emergencies. It 
will not be a regularly scheduled type of operation. 


Ill, PUBLIC BUS SERVICE (COMMON CARRIER) 


In addition to the specialized ground transportation described in article IT 
above, regular scheduled public bus service for employees and persons other than 
airline passengers will be required. Proposals for this type of operation are 
being requested by a separate invitation. 


IV. CLOSING DATE 


Written proposals may be submitted to the Director, Bureau of National 
Capital Airports, Federal Aviation Agency, Washington, D.C. until 4 p.m., 


e.d.s.t., May 13, 1960, and must be on the enclosed portions of this invitation 
entitled “Proposal” and “Qualification Data.” 


There will be no public opening of proposals. 
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Vv. AWARD 


As soon as possible after the closing date for submission of proposals, the 
offers will be evaluated on the basis of the fitness and the ability of the propo- 
nent to serve the public, the proposed method of operation, and the financial 
return to the Government. 

The Government reserves the right to reject any and all proposals submitted. 
At the discretion of the Government, all proposals submitted are subject to 
further negotiations between the Government and the proponent. The right is 
also reserved by the Government to accept the proposal, which in the judgment 
of the Government, even though it does not contain the highest financial offer, 
is nevertheless deemed the most advantageous to the Government. 

All proponents will be notified not later than June 30, 1960, of the acceptance 
or rejection of their proposal. 

VI. AGREEMENT 


The selected contractor will be required to execute an agreement as set forth 
in the attached sample form of agreement together with such amendments or 
other modifications as may be adopted by mutual agreement. 


VII. GENERAL INFORMATION 


1. Washington National Airport was placed into operation on June 16, 1941. 
Business has grown steadily throughout its 18 years of operation and it is one 
of the busiest air terminals in the United States. 

Total passengers for the past 2 fiscal years ending June 30: 








Enplaned | Deplaned 





— | 
Fiscal year | | Total 
4 ee. Set 7 ieadetccad nce 
hades di hg Soin ei et aed cides asia sas | 2, 284, 495 | 2, 251, 513 | 4, 536, 008 
crea earner aete decease niet ies energie eaver-Soub wins core @ satin da rinse deiaparieaaaen cee | 2, 386, 554 | 2, 361, 417 | 4, 747, 971 





2. Ground transportation gross receipts (as defined in art. XIX(c) of the 
Sample agreement accompanying this invitation) for the last 2 fiscal years at 
Washington National follow: 


RN SUI A base bil tats kn ick nha pl enithhck nictebbss Bi etd eel ie. $1, 649, 013 
SN I iciclerinse cieectnenicasenninie tei ec lbniciiile asad ecatulbcetités 1, 784, 343 


3. Dulles International Airport, Washington’s new jet age airport, is located 
immediately north of U.S. Route 50, west of Chantilly, Va., and is approxi- 
mately 27 miles west of Washington, D.C. It is expected that this new airport 
will begin operation on or about July 1, 1961. 

4. The existing ground transportation contract at Washington National expires 
June 30, 1961. Operations covered under this invitation are to cover both 
Washington National and Dulles International for the period July 1, 1961, 
through June 30, 1966. 

5. The development of the new Dulles International Airport will, in no way, 
minimize the importance of the existing Washington National Airport. Wash- 
ington National will continue to serve a substantial segment of Washington’s 
air traffic. No definite determinations have, as yet, been made as to the division 
of traffic between the two airports. It is logical, however, to assume that 
initially, the longer range flights will be operated from Dulles International 
Airport. As traffic demands increase, and with Washington National Airport 
expected to continue to operate at its optimum peak capacity, virtually all of 
the increased demand will have to be accommodated at Dulles International 
Airport. 

6. The current FAA forecasts indicate that the number of passengers at 
Washington National Airport will increase to an annual level of 6 million pas- 
sengers, which has been determined to be the optimum passenger capacity of 
the airport. It is contemplated that the passengers using Dulles International 
Airport will exceed 400,000 and may even approach 800,000 in the first full year 
of operation. ‘Traffic is expected to climb to approximately 3 or 4 million during 
its 5th year of operation. 

7. Dulles International Airport will be served by a high-speed, limited access 
highway, the cost of construction, maintenance, and operation of which is 
borne by the FAA. This highway is 17.7 miles long running from the eastern 





tior 


cer 


cate 


bus 


ares 
and 





NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 77 
edge of the airport to a crossing of the Circumferential Highway now under con- 
struction and with the McLean bypass and existing Route 123. This route 
will later be extended to connect to new Route 66. The highway is planned 
as a four-lane divided highway with limited access, but with sufficient land 
available to permit a dual-dual highway to be developed at later date. 

8. This proposal is to provide ground transportation for air passengers be- 
tween Washington National Airport and Washington, D.C.; Dulles International 
Airport and Washington, D.C.; and as the needs of traveling public may require. 

9. Any questions regarding this invitation should be directed in writing to 
the Director, Bureau of National Capital Airports, Federal Aviation Agency, 
Washington, D.C. If the information is available and considered pertinent 
to the proposal, it will be made available to all interested parties. 


L. W. Burton, 
Acting Director, Bureau of National Capital Airports. 


QUALIFICATIONS DaTaA—ProposaL To OPERATE NONSCHEDULED SPECIALIZED AIRLINE 
PASSENGER GROUND ‘TRANSPORTATION SERVICE FOR WASHINGTON NATIONAL 
AIRPORT AND DULLES INTERNATIONAL AIRPORT 


1. Name. (Print name of corporation, partnership or individual together with 
firm name under which business is to be conducted. ) 


(Street address or post office box) (City) (State) 

3. Type of organization. (Indicate whether corporation, partnership or indi- 
vidual. If corporation, give State of incorporation. If partnership, list names of 
partners. ) 

4. Local representatives. (List the company name and business address of the 
local company which will represent the firm, if other than as shown in items 1 


and 2, and the name and title of the principal local personnel who will act for 
the company.) 


I a cis etn cca clas ree esse ws ence oe cs pasar bape toes e 

Mail address 

Personnel : 
Name 
Title 


each gc bea pa 


5. Organization has had experience in operating taxicab, limousine, and bus 
service, asa: 
(a) General lessee or owner _____--____ years; 
toy Sone go years. 
A selected listing of typical operations is given below: 
Years in 
operation Name, type, and location of operations 


Annual gross income 


tion 


7. The following persons or agencies may be contacted for information con- 
cerning operations listed in (5) and (6) above: 


Name Title Address 


Ra Pinenecial-O0tet 20) 712) 901). 4- see ottion | lg eee 


A. Enclose a copy of the most recent balance sheet or other statement to indi- 
cate the assets, liabilities, and net worth of the company submitting the proposal. 

B. State the initial investment the company agrees to make in establishing the 
business at the airport: $ 

C. Indicate the amount of vehicle and public liability insurance you propose 


to carry in compliance with articles XI and XII of the sample agreement at- 
tached to this invitation for proposals: $ 


9. Service or storage facilities of the company : 
A. List all such existing facilities located in the Washington metropolitan 
area. Indicate the scope of service operations and the size of storage facilities, 
and whether company owned and operated or contracted with others 


61868—60——6 
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B. Furnish as an attachment, your proposed maintenance plans for main- 
taining vehicles to be utilized in this transportation system. Include infor- 
mation on whether you desire to construct maintenance facilities at one or both 
airports, or whether maintenance will be performed at some other location. 
Indicate desired location of service facilities, such as gas, oil and lubrication. 

10. Equipment—For the vehicles to be utilized in this operation, indicate: 

A. Currently owned : 


a Cee taxicabs: (State number. ) 
(b) Average age of such taxicabs :__________ years. 
a (EEA limousines: (State number. ) 
(b) Average age of such limousines :__________ years. 
S. tape buses: (State number.) 
(b) Average age of such buses :_______--__ years. 
ys a ee eh eA Se Ey, Sr bi mnncnncnccmunentinn 


B. To be acquired : 


a luce lk RR NN a 
er i a i a tt ce | 
a ec aR Rc nti y9 “am gle ia Sa late ae aaa 
i. Sper (OnCnIe lo bee Receieneans  cmacesmauaee 


C. Vehicle type, capacity and design: For equipment currently owned and to 
be acquired, as shown above, furnish a list showing the following: 

a on cee ce i reece cases co es ne noo 

nr On ee es eaten melee eeeodl 

3. Proposed fleet design: Describe special color scheme, insignia, etc., 

TRRIRRIRCNE) NUT? ARENA RMN Gis ana ate Sag ildn beet alice ak cienice nga ee Sid 

11. Space requirements: Accompanying his submission, the proponent shall 
submit an estimate of his space requirements at each airport as follows: 

Square footage 
WNA Dulles 

2. een ee 8 ea ooo eo case aS aos. coats gene cos 

I ae aac. i ee | cis cal 

RN EE SS ee ES Sy ee ee SE ee 

i eel alent jaSbaGGmecmcs —  devamiaeeeaieeieete 

Sa NE NEE INN issih eterna ceteaKiatae~ Kiddie uakieauneciey—- ~-/abamamaebeeacbadeds 

ae eens >a cai ait i ake a> So a ae a 

aE IMR hci Sone pe terse lah lap ciel i —- aaa capac 

SR icin sa sibha hinseeain (Uae abmemanimn” » “apical 


12. Furnish additional information on proposed operation at these airports: 

A. Operation, administration and maintenance plans: Include a statement 
as to special plans for meeting air passenger requirements, method of dispatch- 
ing equipment, plans for having adequate equipment and facilities to meet daily 
peak passenger requirements, as well as emergency peaks due to inclement 
weather or other emergencies, on an unscheduled basis to any point within the 
District of Columbia and such other locations as desired by passenger(s), with 
a minimum waiting time. 

B. Proposed method of financing operation. 

C. Estimated gross revenue and cost of operation. 

13. Rates and charges: Accompanying his submission, the proponent shall 
submit a proposed schedule of rates and charges for users of his ground trans- 
portation service to implement the plan outlined in section 12 above. The pro- 
posed schedule should indicate rates for the different types of equipment to 
be utilized (taxi, limousine, special airline-type passenger vehicle, etc.) and 
for the principal points to be served (Dulles, Washington National, downtown 
Washington, D.C., ete.) 

Before being placed into effect, all rates shall be subject to the written ap- 
proval of the Director, Bureau of National Capital Airports. Such rates will 
be effective for a period of at least 1 year, Thereafter, rates and charges may 
be modified from time to time upon a showing by the contractor of the necessity 
therefor, which is satisfactory to the Bureau of National Capital Airports. 
Currently approved rates for passenger transportation from Washington Na- 
tional Airport are attached as exhibit I. 

14. Employment: State what system of employment will be used with regard 
to drivers, and whether wages paid to drivers of taxicabs, limousines, and buses 
will be on a commission or weekly salary basis. 





mo 
Go 
fai 
Go" 
of 

fur 


ans 
me! 


Ist 
2d | 
3d | 
4th 
5th 


N 
ant 


On 


On ; 


min 
eactl 

A 
accu 


encl 
Nati 
mar'| 
Airl 





NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 79 


15. Prior to award the Government may require the companies submitting the 
most advantageous proposals to furnish additional information to enable the 
Government to determine the responsibility or capability of the company to 
faithfully perform the terms and conditions of the proposed agreement. The 
Jovernment reserves the right to disqualify any company, which in the opinion 
of the Government does not possess the necessary ability or qualifications to 
furnish the proposed service. 

The undersigned hereby vouches for the truth and accuracy of all statements, 
answers and representations made in this questionnaire, including all supple- 
mentary statements hereto attached. 


Dated 


eee ewe meee ae = oe ewe ew em eo ee oe ew ewww 


DIRECTOR, BUREAU OF NATIONAL CAPITAL AIRPORTS, 
Federal Aviation Agency, Washington, D.C. 


Pursuant to the terms and conditions of the “Invitation To Operate Non- 
Scheduled, Specialized Airline Passenger Ground Transportation” dated March 
30, 1960, the undersigned offers to undertake such operation and pay to the 
Government the fees indicated below : 

A. Annual minimum guarantee per contract year: 


Annual minimum 
guarantee 
Ist contract year 


2d contract year 
3d contract year 
4th contract year 
5th contract year 


Notre.—The Government will not consider proposals quoting ¢ 
antee of less than $275,000 for any contract year. 
B. Percent of gross receipts : 


Contract years (percent) 
1st 2d 3d jth ith 


Ob tital sross receipts... .......__.. 
Plus 
On amount by which gross receipts— 
Exceed $1 million 
mceed. $2. million... 2%. 
Exceed $3 million.._......... . = 


Note.—It is agreed and understood that the Government shall receive the 
minimum guarantee or the percent of gross receipts, whichever is greater, for 
each contract year during the term of the agreement. 


Attached is a statement of qualifications which is certified to be true and 
accurate. 


Note.—Enclose this proposal and the qualification data form with appropriate 
enclosures in duplicate in a sealed envelope, addressed to Director, Bureau of 
National Capital Airports, Federal Aviation Agency, Washington, D.C., and 
marked in lower left hand corner “Proposal To Operate Nonscheduled, Specialized 
Airline Passenger Ground Transportation” dated March 30, 1960. 
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Exursit I 
WASHINGTON NATIONAL AIRPORT PASSENGERS’ TRANSPORTATION RATES 


The following rates are currently in effect for ground transportation service 

at Washington National Airport: 
Taxi: 

First three-quarter mile, 30 cents. 

Each one-fourth mile thereafter, 10 cents. 

Sixty cents for each additional passenger. 

Ten cents for each 1144 minutes’ waiting time. 
Limousine: 

Zone 1:7 $1.20 per person. 

Zone 2: $1.60 per person. 

Zone 3: $1.85 per person. 

Zone 4: $2.25 per person. 

Zone 5: $2.25 per person. 
Unaccompanied baggage: 

Zone 1:* $1. 

Zone 2: $1.20. 

Zone 3: $1.40. 

Zone 4: $1.70. 

Zone 5: $1.70. 


1 See chart, p. 81. 


An additional charge of $0.50 per mile is made for travel within Maryland 
outside of the boundaries of the District of Columbia but inside the boundaries 
of the Washington metropolitan area. Special trip rates are established for 
travel to points outside of the Washington metropolitan area and for family and 
other special types of service. The Washington metropolitan area is that area 
defined as the Washington, D.C., commercial zone in I. C. C. Order Ex Parte 
MC7, dated September 18, 1952, 54 Motor Carrier Cases 797. 

Limousine rates shall apply to group transportation in taxicabs to points in 
the Washington metropolitan area. 


SAMPLE AGREEMENT FOR THE OPERATION OF NONSCHEDULED GROUND TRANSPORTA- 
TION SERVING WASHINGTON NATIONAL AIRPORT AND DULLES INTERNATIONAL 
AIRPORT—EFFECTIVE DATE, JULY 1, 1961 


The UNITED STATES OF AMERICA (hereinafter referred to as the “Govern- 
ment”), represented by the Director, Bureau of National Capital Airports, the 
Contracting Officer executing this Agreement, and ~------_____--___________ 


ati ee ge a a Sa OB a eee aes (hereinafter referred to as the 
“Contractor” ), agree as follows: 


ARTICLE I—SCOPE 


The Government hereby grants to the Contractor, subject to all the terms, 
conditions, and covenants of this Agreement, the right, power, and privilege to 
operate a nonscheduled motor-vehicle transportation service for airline pas- 
sengers and baggage utilizing Washington National Airport and/or Dulles Inter- 
national Airport, more specifically defined as follows: 

(a) The operation of a specialized and expedient motor-vehicle transporta- 
tion service for airline passengers and baggage between the Airports, and from 
either or both Airports to downtown Washington, D.C., and/or its surround- 
ing Metropolitan areas, and such other locations as passengers may desire, and 
involving the use of taxicabs, limousines, motor coaches, and/or other special- 
ized motor equipment. 

(b) The conduct of a vehicular dispatch system, including passenger and bag- 
gage loading and unloading, and departure and arrival control. 

(c) The conduct of Government-approved operations for maintenance, repair, 
and overhaul of contractor-owned equipment used in the performance of the 
ground transportation service. 

(d) The conduct of administrative and other similar operations required in: 
support of the ground transportation service. 
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ARTICLE II—TERM OF AGREEMENT 


The term of this Agreement shall extend for a period of five (5) years, begin- 
ning on the First day of July, 1961, and ending on the Thirtieth day of June, 
1966, unless sooner terminated as provided herein. 


ARTICLE III—PAYMENTS TO THE GOVERNMENT 


The Contractor shall pay to the Government either a fee computed as 


elie aie --. per cent (_---.-----.%) of the total contract year gross re- 
ceipts (as hereinafter defined), plus an additional ...._..____-_______- per cent 
ae %) on the amount by which contract year gross receipts exceeds One 
Million Dollars ($1,000,000), plus an additional ~--__-----_-___~_- per cent 
(a st 2 %) on the amount by which contract year gross receipts exceeds Two 
Million Dollars ($2,000,000) plus an additional __....______ per cent. (_..._- %) 


on the amount by which contract year gross receipts exceeds Three Million Dol- 
lars ($3,000,000) ; OR, guaranteed annual minimums as follows, whichever is 
the greater amount for each respective contract year: 

; Annual minimum guarantee 
First Contract Year $ 
Second Contract Year 
eI CCG ONT nt ti a 
Fourth Contract Year 
Fifth Contract Year 


The guaranteed annual minimum shall be prorated on a monthly basis and paid 
in advance on the first day of each month during the term of this Agreement. 
The Contractor shall furnish to the Director, on or before the 15th day following 
each calendar month during the term of this Agreement, a certified statement, 
prepared in the manner the Director may prescribe, of the gross receipts from 
the operation under this Agreement for the previous calendar month, and he 
shall at the same time pay any amount by which the payment due, computed 
on the basis of the percentage of gross receipts specified herein, may exceed the 
guaranteed annual minimum as prorated for that month. Each statement shall 
show the assessable revenue by amount subject to escalation and by amounts 
not subject to escalation, and income from any other sources which may be per- 
mitted under the terms of this Agreement. If this monthly prorating results in 
any overpayment on an annual basis, the Contractor shall be entitled to an 
appropriate credit from the Government. 


ARTICLE IV—-BOOKS, RECORDS, ACCOUNTS 


The Contractor shall: 

(a) Maintain, in accordance with accepted accounting practice, during the 
term of this Agreement, for three (3) years after the expiration or termination 
thereof, and for a further period extending until the Contractor shall receive 
written permission from the Director to do otherwise, records and books of 
account recording all transactions at, through, or in anywise connected with the 
Airports, which records and books of account shall be kept at all times within 
the Washington, D.C. Metropolitan area. 

(b) Permit in ordinary business hours during the term of this Agreement, for 
three (3) years thereafter, and during such further period as is mentioned in 
the preceding Paragraph (a), the examination and audit by the officers, em- 
ployees and representatives of the Government of such records and books of 
account, and also any records and books of account of any company which is 
owned or controlled by the Contractor, or which owns or controls the Contrac- 
tor, if said company perform services similar to those performed by the Con- 
tractor anywhere in the Washington, D.C. Metropolitan area. 

(c) Permit the inspection by the officers, employees and representatives of the 
Government of any accounting, bookkeeping and similar equipment used by the 
Contractor. 

ARTICLE V—OPERATIONS UNDER THIS AGREEMENT 


The Contractor covenants and agrees: 
(a) To provide and properly maintain, at his own cost and expense, all vehicles 
which are reasonably necessary or required for the operation of the ground 
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transportation service : Provided, That the Director shall have the right to specify, 
restrict or otherwise approve the number of vehicles by type to be operated by 
the Contractor: And provided further, That the Director shall have the right 
to disapprove the use of any motor vehicle because of color, design, quality or 
condition. 

(b) To provide adequate and efficient 7-day-a-week, 24-hour transportation 
service which recognizes and is coordinated with air carrier operations with 
respect to adequate and timely departures of ground transportation vehicles. 

(c) To comply, at his own cost and expense, with all Federal or State laws, 
eounty and local ordinances, rules or regulations now or hereafter in force 
which may be applicable to the operation of his business at the Airports, in- 
cluding the obtaining and paying for all licenses and permits necessary for the 
operation thereof, and payment of ali fees and charges assessed under State, 
Federal, county or local statutes or ordinances, insofar as they are applicable 
thereto. 

(d) To conduct his operations in a manner which does not allow standing 
vehicles to congest the passenger loading and unloading zones at either Airport, 
or congest any other Airport driveway or parking area. 

(e) Not to use public parking lots or metered parking spaces for the storage 
of his vehicles on the Airports. 

(f) To furnish, at his own cost and expense, uniformed drivers, guides, 
starters, radio dispatchers, clerks and such other employees necessary for the 
proper conduct of the ground transportation service who are possessed of all 
permits, approvals, licenses and certificates required by any applicable law, 
statute, ordinance or other regulation. 

(zg) Not to employ, or continue in employment, any person that the Director 
may find objectionable. 

(h) To operate this concession himself and through his employees only; not 
to assign or transfer this Agreement, nor perform any obligation hereunder 
through a subcontractor without the prior written approval of the Director. 

(i) Not to use, nor suffer or permit any person to use, the vehicular equip- 
ments to be operated hereunder, nor such premises as may be occupied in 
connection herewith, for any illegal, immoral or bawdy purposes. 

(j) Not to cause or allow announcements pertaining to his services to be 
made over the public address systems of the Airports, except upon prior approval 
in writing by the Director. 

(k) To furnish and install all operating facilities, including furniture, fur- 
nishings, special lighting facilities, decorations, appliances, trade fixtures and 
equipment which are reasonably necessary or required for the operation of the 
ground transportation system. 

(1) To prohibit and restrain his agents, servants and employees from loud, 
noisy and persistent announcement of his services on or about the premises of 
the Airports, and to display only such signs or advertising materials which 
first shall have been approved by the Director as to the size, place, manner of 
display and subject matter. 

(m) To conduct throughout the term of this Agreement a continuing and 
effective driver training program for personnel so employed. 

(n) To properly maintain in a clean and sanitary condition all motor ve- 
hicular equipment used in the performance of the ground transportation system. 

(0) To use his best efforts in every proper manner to maintain and develop 
the business conducted by him under this Agreement, and increase same, and 
not to divert, or cause or allow to be diverted, any business from the Airports. 


ARTICLE VI—-UNDERTAKINGS OF THE GOVERNMENT 


The Government covenants and agrees, during the term of this Agreement: 

(a) Not to grant to any other person, firm or corporation the right to operate 
a non-scheduled motor vehicle transportation service for passengers or baggage 
upon the airports, nor to grant to any other person, firm or corporation the right 
to use space in the Terminal Buildings, to install signs in the Terminal Build- 
ings or on the airports, or to solicit transportation business on the airports for 
the purpose of engaging in a non-scheduled motor vehicle transportation service 
in competition with the rights granted to the Contractor: Provided, That this 
undertaking shall not apply to, and the Government may enter into agree- 
ments with other contractors for the furnishing of regularly scheduled motor 
coach transportation to serve the Airports, air-taxi or air-shuttle operations 
between the airports and/or the City of Washington, D.C., intra-airport trans- 
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portation services within the confines of the respective airports, rental of self- 
driven vehicles, and such other transportation services as the Director may de- 
termine not to be in competition with the rights granted to the Contractor 
under this Agreement. 

(b) Subject to the terms of Article VII, to provide to the Contractor reason- 
ably suitable space within the Terminal Buildings of each Airport for use as 
dispatching offices and for other appropriate administrative purposes, including 
the provision of reasonable heat and light to the extent permitted by existing 
and available outlets. 

(c) Subject to the terms of Article VII, to provide such facilities as may 
exist upon the Airports and be available for the purpose, or, at the Contractor’s 
option, to provide sufficient land at a location to be determined by the Director 
and permit the erection of a suitable structure by the Contractor, at his own 
cost and expense, for use as a maintenance facility for the vehicular equipments 
operated in the performance of this contract. 

(d) To provide adequate and suitably marked space, at places specifically 
assigned in writing by the Director, on driveways and parking areas of the Air- 
ports for the parking of such motor vehicles as may be necessary for the efficient 
and economical conduct of the business of the Contractor. 


ARTICLE VII-—OCCUPANCY OF SPACE 


Notwithstanding the covenants of the Government as contained in Article 
VI, undertakings (c) and (d), no liability therefor shall accrue against the 
Government unless the Contractor shall separately execute with the Govern- 
ment appropriate lease agreements covering the particular space, premises or 
lands involved and pay rental charges therefor in accordance with the then 
current rental rates applicable to the particular space upon the Airports: How- 
ever, this Agreement recognizes the need for operational space for the conduct 
of the ground transportation system. Therefore, the Contractor and the Goy- 
ernment mutually agree that the execution of subsequent lease agreements, when 
granted for the purpose of performing pursuant to the terms and conditions of 
this Contract, shall embrace the following covenants and responsibilities, re- 
gardless of whether or not the same are expressly stated or implied within such 
lease agreements: 

(a) Space within the Terminal Buildings of the Airports will be repaired 
and maintained in good condition by the Government to the extent to which the 
Contractor or other users or lessees of space or other licensees at the Airports 
are not obligated to perform such repairs and maintenance. 

(b) In the event existing facilities are leased to the Contractor for use as a 
maintenance shop or garage, the Contractor shall properly maintain the struc- 
ture and its related utilities, and shall make all repairs and improvements to, 
and replacement and alterations thereto, which may be necessary to maintain 
and keep the same in as good condition as at the beginning of the period of 
occupancy, fair wear and tear excepted. 

(ec) In the event land is leased to the Contractor for purposes of his erection 
of a maintenance structure, all applicable plans, drawings and specifications 
for the facility proposed to be established shall be submitted to the Director 
for approval of design, quality, site adaptation, color arrangement and other 
similar factors, prior to commencement of construction in any manner what- 
soever. 

(d) In the event fixed improvements are installed or erected by the Contractor 
upon lands leased from the Government, the Government may require the Con- 
tractor, thirty (30) days prior to the expiration of this Agreement, to offer 
to sell and transfer to any other Government contractor any or all of the fixed 
improvements so installed or erected by him at a cash price which shall not 
exceed the original cost of such improvements, less depreciation for the actual 
time, to the nearest complete month that such improvements have been in use. 
Computation of depreciation for the foregoing purpose shall be at a rate and 
in a manner to be approved by the Director, in writing, at the time and in con- 
junction with approval of the plans, specifications and design pertaining to 
the installation or erection of the particular fixed improvement. 

(e) In the event the Government does not exercise the right contained in 
Section (d) of this Article, the Contractor may elect to sell or transfer to a 
succeeding Government contractor, upon terms mutually agreeable to both 
parties and approved by the Director, all fixed improvements installed or erected 
by him, or to remove any or all such improvements from the premises, within 
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fifteen (15) days after the expiration or termination of this Agreement or within 
such greater period as the Director may authorize in writing: Provided further, 
That if the Contractor removes any or all such fixed improvements, he shall 
restore the premises to a condition satisfactory to the. Director. 

(f) If the Contractor does not remove or sell the improvements within the 
time provided under Section (e) of this Article, he will be deemed to have 
abandoned such improvements to the Government, and the Government may, 
at its option, use the improvements for its purposes, or remove the improve- 
ments, restore the premises to a condition equivalent to that existing at the 
beginning of the term of this Agreement and charge the Contractor for any 
cost so incurred by the Government. 

(g) At the termination or expiration of this Agreement, all portable equipment, 
material, accessories, or supplies shall remain the property of the Contractor 
and may be removed from the leased premises within five (5) days from the 
date of receipt of notice from the Director, which notice may be given at the 
time of termination of this Agreement, or at any time thereafter. In the event 
any moveables shall remain within the leased premises following expiration 
of the above stated removal period, they shall be deemed to have been abandoned 
to the Government. 

(h) For all space occupied, the Contractor shall provide adequate janitorial 
service and maintain the premises in a clean and sanitary condition. 

(i) For all space occupied at locations other than within a Terminal Building, 
the Contractor shall pay for all electricity, steam and water consumed by his 
operations. 

(j) The Director, his employees and agents, shall have the unrestricted right 
to enter and view any and all premises occupied by the Contractor for the pur- 
pose of inspecting such premises or of doing any other act therein which may be 
necessary or desirable for the proper protection and operation of the structure 
or the Airports. 

(k) Except for such structures as may be erected by and owned by the Con- 
tractor, the Government shall have the right of entry to the premises occupied 
by the Contractor for purposes of maintaining existing and future heating, water, 
gas, electricity, sewage, drainage, fire protection, sprinkler ventilating, re- 
frigerating, fuel and communication systems and other such service systems, 
including all tubes, pipes, lines, mains, wires, conduits and equipment on or 
about the premises occupied by the Contractor, and from time to time, to con- 
struct or install over, on, in or under the space, new tubes, pipes, lines, mains, 
wires, conduits and equipment: Provided, however, That the same shall be done 
so as to interfere as little as reasonably possible with the Contractor’s operation. 


ARTICLE VIII—RATES AND CHARGES OF CONTRACTOR 


Subject to the terms of the necessary permits, approvals, license and cer- 
tificates therefor, the Contractor shall provide transportation service in con- 
formance with the rate and charges schedule attached hereto as Exhibit I, and 
made a part of this Agreement. 

Changes to the rate and charges schedule, subject to the valid authority of 
any other applicable Government, state or local entity, may be made only upon 
the receipt of prior written approval of the Director, based upon a showing by 
the Contractor that factors beyond his control justify such action. 


ARTICLE IX——-TERMINATING CONTRACT 


The Government shall have the right to terminate this Agreement in its 
entirety immediately upon the happening of any of the following events: 

(a) Filing by the Contractor of a voluntary petition in bankruptcy or the 
making by the Contractor of any general assignment for the benefit of creditors. 

(b) The occurrence of any act which operates to deprive the Contractor per- 
manently of the rights, powers and privileges necessary for the proper conduct 
of operations under this Agreement. 

(<) The abandonment or discontinuance of the operation under this Agree- 
ment. 

(d) The failure by the Contractor to perform, keep or observe any of the 
terms, covenants and conditions which he is obligated to perform, keep or ob- 
serve under this Agreement, after the expiration of fifteen (15) days from the 


date written notice has been given to the Contractor by the Government to cor- 
rect such default or breach. 
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In the event of such termination, the Government shall have the right, at 
once and without further notice to the Contractor, to enter and take full posses- 
sion of the space occupied by the Contractor, by force or otherwise, and with or 
without legal process to expel, oust and remove any and all parties who may 
occupy any portion of the Airports, and any and all goods and chattels not be- 
longing to the Government that may be found within or upon the same, and 
without being liable to prosecution or to any claim for damages therefor. Upon 
such termination by the Government, all rights, powers and privileges of the 
Contractor hereunder shall cease, and the Contractor shall immediately vacate 
any space occupied by him under the Agreement and shall make no claim of any 
kind whatsoever against the Government, its agents or representatives, by rea- 
son of such termination or any act incident thereto. 

The Government, in addition to any other rights of termination, may termi- 
nate this Agreement in its entirety by thirty (30) days written notice in the 
event that the premises shall be required for the use of the United States in 
the interest of national defense. 

In the event this Agreement is terminated for any reason which is not the 
fault, and is beyond the control of the Contractor, prior to the end of any con- 
tract year, the Contractor shall be entitled to have the minimum guarantee 
prorated for the period between the beginning of the contract year and the 
termination date, and he shall be required to pay either that reduced prorated 
guaranteed minimum or the specified percentage of his gross receipts for that 
period, with appropriate prorata adjustments in the escalator plateaus, which- 
ever is greater. In any other case of termination, the Government may hold 
the Contractor liable for his minimum guarantee for the remainder of the con- 
tract term, or re-let the rights to another and hold the Contractor under this 
Agreement for any deficiency that may arise between the payments to be made 
under this Agreement and those received under the Agreement as re-let. 

In the event the Government shall fail to perform or observe the terms, 
covenants and conditions to be kept, performed and observed by the Govern- 
ment, and the Government shall fail to perform such terms, covenants and 
conditions within sixty (60) calendar days from receipt of a written notice by 
the Contractor informing the Government of such failure so to perform, the 
Contractor may terminate this Agreement in its entirety, including his obliga- 
tions hereunder, by so advising the Government in writing twenty (20) days 
prior to the effective date of termination. 


ARTICLE X—IMPOSSIBILITY OF PERFORMANCE 


In the event Contractor’s performance of his obligation is prevented or inter- 
rupted by strike, riot, storm, flood or other acts of God, or any act or state of 
war or public emergency, or any other unforeseeable cause beyond the control 
and without the fault or negligence of the Contractor, he shall not be required 
to perform the transportation service, nor to make the payments provided under 
Article III hereof for a period of time equal to the number of days the Con- 
tractor’s performance was so prevented or interrupted. 

Upon a determination by the Director that the Contractor is temporarily not 
able to render adequate and prompt transportation service as required by the 
terms of this Agreement, the Government shall have the right to require the 
Contractor to temporarily engage additional vehicular equipment operated by 
other transportation companies: Provided, That in no event shall the number of 
such vehicles be required to exceed twenty-five per cent (25%) of the total 
number of vehicles then currently owned and operated by the Contractor under 
the terms of this Agreement; or, at its option, the Government shall have the 
further right to directly obtain transportation service from any available source 
for the purpose of providing availability of satisfactory transportation service: 
Provided, however, That in the event of exercise of this latter option, the Govern- 
ment shall immediately discharge or otherwise cause such other ground trans- 
portation to quit the grounds of the Airports as soon as the Contractor shall 
remedy the cause or causes of defect in his service. 

Exercise of the foregoing rights may not be made by the Government in con- 
junction with exercise of its rights of termination as contained in Article IX 
hereof. However, in no event shall the exercise of such rights operate to set 
aside or otherwise jeopardize the right of subsequent termination action by the 
Government, pursuant to the provisions of Article X. 
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ARTICLE XI—CONTRACTUAL LIABILITY 


The Contractor shall assume all risks incident to, or in connection with, his 
operation under this Agreement, and shall indemnify, defend and save harmless 
the Government from any penalties for violation of any law, ordinance or regu- 
lation affecting or having application to the operation, and from any and all 
claims, suits, losses or damages for injuries to persons or property of whatsoever 
kind or nature arising directly or indirectly out of the operation, or resulting 
from the act or omission of the Contractor, or any of his agents or employees, 
or by any visitor, patron or other person being served by or seeking service from 
the Contractor. The Contractor shall, at his own cost and expense, take out 
and carry throughout the term of this Agreement a standard form policy or 
policies of insurance in such reasonable amount or amounts as may be approved 
by the Director as affording adequate protection to the Government against such 
liability, and the Contractor agrees to furnish a certificate from the insurance 
earrier showing such insurance is in effect within thirty (30) days after the 
effective date of this Agreement. 


ARTICLE XII—PUBLIC LIABILITY 


The Contractor shall, at his own cost and expense, take out and carry through- 
out the term of this Agreement, public liability insurance in amounts and with 
such coverage aS may be approved by the Director as affording adequate protec- 
tion therefor, and agrees to furnish a certificate from the insurance carrier 
showing such insurance is in effect within thirty (80) days after the effective 
date of this agreement. 


ARTICLE XIII—NO IMPLIED WAIVERS 


The failure of the Government to insist, in any one or more instances, upon a 
strict performance by the Contractor of any of the provisions, terms, covenants, 
reservations, conditions or stipulations contained in this Agreement shall not 
be considered as a waiver or relinquishment thereof for the future, but the same 
shall continue and remain in full force and effect, and no waiver by the Gov- 
ernment of any provision, term, covenant, reservation, condition or stipulation 
hereof shall be deemed to have been made in any instance unless expressed 
in writing and signed by the Director. 


ARTICLE XIV—-PARTNERSHIP 


The Government and the Contractor agree that notwithstanding that fees 
hereunder are, or may be, measured by a percentage of gross receipts, and 
notwithstanding any other provisions of this Agreement, no partnership rela- 
tionship between the parties hereto, or joint venture, is created by this Agree- 
ment, and the Contractor is not made the agent or representative of the 
Government for any purpose or in any manner whatsoever. 


ARTICLE XV——-PERFORMANCE BOND 


The Contractor shall execute and deliver to the Director within thirty (30) 
days after the execution of this Agreement, and shall at all times during the 
term of this Agreement maintain in effect a valid bond payable to the United 
States of America in the amount of One Hundred Thousand Dollars ($100,000), 
issued by any corporation authorized by the Secretary of the Treasury of the 
United States of America to act as surety on performance bonds, which bond 
shall be conditioned upon the full and faithful performance by the Contractor 
of each and all of its covenants, agreements and undertakings, as set forth in this 
Agreement. 


ARTICLE XVI-—-OFFICIALS NOT TO BENEFIT 


The Contractor agrees that no Member of, or Delegate to Congress, or Resident 
Commissioner shall be admitted to any share or part of this Agreement, or to 
any benefit that may arise therefrom, but this provision shall not be construed 
to extend to this Agreement if made with a corporation for its general benefit. 
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ARTICLE XVII—COVENANT AGAINST CONTINGENT FEES 


The Contractor warrants that no person or agency has been employed or 
retained to solicit or secure this contract upon an agreement or understanding for 
a commission, percentage, brokerage or contingent fee, excepting bona fide em- 
ployees or bona fide established commercial agencies maintained by the Con- 
tractor for the purpose of securing business. For breach or violation of this 
warranty the Government shall have the right to annul this Agreement without 
liability, or in its discretion to require the Contractor to pay, in addition to the 
contract price or consideration, the full amount of such commission, percentage, 
brokerage or contingent fee. 


ARTICLE XVIII—NOTICES 


Notices to the Government provided for herein shall be sufficient if sent by 
registered mail, postage prepaid, addressed to the Director, Bureau of National 
Capital Airports, Federal Aviation Agency, Washington 25, D.C.; and notices 
to the Contractor if sent by registered mail, postage prepaid, addressed to____ 
a ce pare cae ee San tae nee eR ¢ aN ae , or to such other 
respective addresses as the parties may designate in writing from time to time. 


ARTICLE XIX——DEFINITIONS 


As used within this Agreement, the term: 

(a) “Airport” means either or both the Washington National Airport and/or 
Dulles International Airport, as the context requires. 

(b) “Director” means the Director, Bureau of National Capital Airports of the 
Federal Aviation Agency, or such other officer, agency or agencies of the Federal 
Government having similar jurisdiction over and contractual authority for the 
Airports. 

(c) “Gross Receipts” means all monies paid or payable to the Contractor in 
connection with the operation of his ground transportation service under this 
Agreement, excluding monies accruing from transporting persons and baggage 
to the Airport. 

IN WITNESS WHEREOF, the parties hereto execute this Agreement as of 
the day and year below written. 

UNITED STATES OF AMERICA, 


BY trent ease coeue eine 

Director, Bureau of National 

Capital Airports. 
rj wenger se (Contractor) 
BS a ca ecssescelitan nc Nepean dgutcintige cain dane eerie ebasine 
PNG tidccud ne deniseni~ geen nee 
UN itis et eae es 
SECRETARY'S CERTIFICATE 

ig ac tn cil acetic labial , certify that I am the Secretary 
of the corporation named as Contractor herein; that --._-._--_______-_---... 
‘ithe Scenes Los tiemedi en kbotien , who signed this Agreement on behalf of the Contractor 
Whe | CD dee edi ine of said corporation; that said Agreement 


was duly signed for and behalf of said corporation by authority of its governing 
body and is within the scope of its corporate powers. 
(CORPORATE SEAL) 


ee a eee 


FEDERAL AVIATION AGENCY, 
Washington, D.C., June 1, 1960. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.8. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This will acknowledge receipt of a copy of a joint state- 
ment submitted to your committee by Alexandria, Barcroft & Washington Transit 
Co., and Washington, Virginia & Maryland Coach Co., Inc., objecting to section 
6(8) of S. 2560 which authorizes the proposed National Capital Airports Corpora- 
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tion to enter into contracts as may be necessary in the conduct of its business. 
The joint statement urges the committee “to amend section 6(8) to include 
safeguards against demonstrated preferential actions by the Federal Aviation 
Agency or its predecessors.” 

The two signatories are motor carriers engaged in the transportation of persons 
by motor vehicle between the District of Columbia and Arlington and Fairfax 
Counties, Va., and are interested in providing motor coach service at Washington 
National Airport and Dulles International Airport. They allege that the Federal 
Aviation Agency possesses a “peculiar interest in the welfare in the existing 
limousine and taxicab operator” (apparently a reference to Airport Transport, 
Inc., which has the existing contract to operate a taxicab, limousine and motor 
coach service for passengers and baggage originating at Washington National 
Airport), and that the agency “has turned deaf ears to the experience and 
knowledge of existing transportation companies authorized by State and Federal 
authorities to provide services for the general public” (apparently references to 
the signatories to the letter). 

Under existing legislation, the Federal Aviation Agency has the authority, 
and duty, to enter into contracts for the furnishing of essential services at Wash- 
ington National Airport and at the proposed Dulles International Airport. 
§. 2560 would change this existing authority only with respect to present limita- 
tions on the length of time for which contracts may be entered into. In exer- 
cising this authority, the Agency is required to consider both the adequacy of 
the service furnished to the public and the revenue to be received by the Govern- 
ment. As the committee well knows, the Agency is expected to operate the 
airports on a self-sustaining business enterprise basis. Accordingly, a primary 
consideration in the Agency’s contracting policy is the development of sufficient 
revenues to meet all airport costs. However, the Agency is not concerned with 
revenue alone. It has the equally important duty of insuring that adequate 
service to meet the requirements of the public is afforded. 

To this end the Agency has existing contracts with Airport Transport, Inc., 
for the furnishing of specialized nonscheduled ground transportation service 
for airline passengers, and with A.B. & W. Transit Co. for the furnishing of 
scheduled common carrier bus transportation at Washington National Airport. 
The existing contract with Airport Transport, Inc. will expire June 30, 1961, and 
the contract with A.B. & W. Transit Co. will expire June 15, 1961. On or about 
July 1, 1961, Dulles International Airport is scheduled to open and, in anticipa- 
tion of these events, the Federal Aviation Agency, on April 1, 1960, issued invita- 
tions for proposals to operate both regular common carrier scheduled bus trans- 
portation, and nonscheduled specialized airline passenger ground transportation 
at both Washington National Airport and Dulles International Airport commenc- 
ing on or about July 1, 1961. 

The charge contained in the joint statement that “A cursory examination (of 
the invitation for proposals) will disclose that they are framed purposefully to 
permit the existing limousine and taxicab operator only at the Washington 
National Airport to comply with the qualifications and specifications,’ cannot 
be substantiated. The invitation for proposals to operate nonscheduled, spe- 
cialized airline passenger ground transportation service indicates a need for 
highspeed airline-compatible passenger vehicles, radio dispatched and controlled 
to meet airline schedules with flexibility, and supplemented by limousine and 
taxi service. This equipment is specified solely to meet the requirements of the 
traveling public, and is equally available to any bidder. The invitation contains 
no statement, hint or suggestion intended to favor any proposed bidder over any 
other. 

The further charge that the Federal Aviation Agency intends “to exact un- 
reasonable and literally confiscatory charges for the use of the public airports 
* * *” is probably aimed at the statement in the proposal for specialized trans- 
portation service that “the Government will not consider proposals quoting a 
minimum guarantee of less than $275,000 for any contract year.” This minimum 
annual payment for an exclusive contract right at both airports is not out of 
line with the present contract payment at Washington National Airport alone, 
where Airport Transport, Inc., has gross receipts of approximately $1,800,000 per 
year, and pays approximately $300,000 for the rights to conduct business on 
the airport. We might point out that A.B. & W. Transit Co., which now has 
the scheduled bus contract at Washington National Airport receives income of 
approximately $168,000 per year from passengers picked up or discharged at 
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Washington National Airport and that the airport receives a payment of $100 
per month for rights to operate on the airport. asl 

The charge that the “Federal Aviation Agency has publicly declared that it is 
the primary regulatory agency for the administration of motor vehicle services 
in interstate commerce * * *” cannot be supported in fact. Congress, under 
existing legislation, has delegated to the Federal Aviation Agency the authority 
to contract with any person for the furnishing of supplies or performance of 
service on the airports including contracts for such service as may be necessary 
or desirable for the traveling public. However, the Agency does not claim, and 
has never claimed, that it possesses authority to issue the authorizations required 
by the Interstate Commerce Commission. It does assert that the Agency, and 
for that matter, all agencies or departments which administer Federal reserva- 
tions, has the sole right to determine who will come upon such reservations for 
the purpose of conducting a business. Furthermore, as the committee will 
observe from the invitation for proposals and particularly from the sample 
contract attached thereto that the successful bidder is required to comply with all 
Federal or State laws applicable to the operation of his business “including the 
obtaining and paying for all licenses and permits necessary for the operation 
thereof.” The committee’s attention is also directed to that provision of the 
Motor Carriers Act in 49 U.S.C. 303(b) (7a), which provides that the transporta- 
tion of persons or property by motor vehicle when incidental to transportation by 
aircraft is exempt from regulation by the Interstate Commerce Commission. 

In the interest of providing a complete record there is attached a copy of 
amendment No. 1 to the invitations which were attached to the joint statement 
of A.B. & W. Transit Co., and W.V. & M. Coach Co., Inc. 

In summary, adoption of the suggestion by A.B. & W. Transit Co. and W.Y. 
& M. Coach Co. Inc., would seriously restrict the Government’s ability to enter 
into contracts which assure optimum quality and adequacy of service in addition 
to revenue considerations. I respectfully submit that an amendment which 
would restrict this ability would not be in the public interest. 

Sincerely, 
BH. R. Quesapa, Administrator. 





FEDERAL AVIATION AGENCY, 
BUREAU OF NATIONAL CAPITAL AIRPORTS, 
Washington, D.C., May 11, 1960. 
References: “Invitation for proposals to operate scheduled bus service,” and 
“Invitation for proposals to operate nonscheduled, specialized airline passenger 
ground transportation service,” Washington National Airport and Dulles Inter- 
national Airport. 


Amendment No. 1. 


To All Prospective Proponents: 
The above-referenced invitations are hereby jointly amended to include the 
following clarifications as to the intents and requirements of the Government. 


I. GENERAL 


Inquiries being receive by the Government indicate the need for providing sup- 
plementary information and clarification to all proponents in order to insure a 
mutual and totally equitable understanding of the Government’s intent and 
requirements. To this end, all pertinent questions asked of the Government by 
interested proponents are hereinafter repeated and answered for the mutual 
benefit of all interested parties. 

As will be noted, several of the questions involve requests for concise and posi- 
tive statements of the Government’s requirements, particularly with respect to 
defining the concept of nonscheduled specialized service and scheduled bus service 
in terms of mandatory performance requirements. By issuing the referenced 
invitations, containing broad concepts of operations under each and essential 
projections of potential passenger volumes, it is the prime intent of the Govern- 
ment to seek application of the experience and know-how of those experienced in 
the trade in determining feasible means and methods for providing the transpor- 
tation services. 

In the case of nonscheduled transportation, the Government seeks to provide a 
system of transport for airline passengers between airports and from each 
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airport to their greater metropolitan area destinations. This requires a high 
speed and high quality service specially adapted to this single purpose. Hereto- 
fore, the standard for suck service has encompassed the use of taxis and limou- 
sines only. The distance involved in serving Dulles International Airport, and 
the anticipated load factor of the larger jet aircraft to use that airport, introduce 
into the specialized airline passenger transport picture, a new need for a high- 
speed method of mass transport. Experience has shown that a large percent of 
airline passengers require the expeditious and specialized type of transport and 
are willing to pay a reasonable premium for such service. The goal of the 
Government is to insure that such service is available to those passengers who 
desire it, in a degree of quality which they expect, and at a cost which is 
reasonably commensurate with the service rendered. 

In the case of scheduled bus service, the Government seeks to provide a system 
of scheduled and economical transport to and from the airports to serve those 
persons employed upon the airports and airport visitors who do not require the 
specialized high-speed service. 

In view of the above objectives, proponents are urged to apply the skills, knowl- 
edge and experience in their sole possession and submit workable proposals 
which will provide the services envisioned at a reasonable cost to the traveler or 
airport employee, and at the same time provide a fair rate of return to the 
Government as well as to the operator. 


Il, INFORMATION AND CLARIFICATIONS 


A. Question: “Will nonscheduled bus service between Washington National 
Airport and the metropolitan area of Washington be required?” 

Specialized nonscheduled service between WNA and Metropolitan Washing- 
ton will be required. The type of equipment to be utilized is optional, provided 
that the quality of the nonscheduled service is adequate and the fare reasonable. 

B. Question: “Will limousine and taxi service be required at Dulles Interna- 
tional Airport?” 

The need will be present to transport airline passengers in an expeditious 
manner to specific destinations which cannot be served economically by any 
other type of equipment. 

C. Question: “Is the current contract at WNA, and the Government revenue 
records pertaining thereto, a matter of public record and available for inspec- 
tion by interested proponents?” 


Yes. Arrangements for inspection of these records will be made upon re- 
quest by interested proponents. 

D. Question: “Will the high-speed limited access highway to serve Dulles 
be open for traffic at the beginning of the contract period on July 1, 1961?” 

It is anticipated that the high-speed limited access highway will be open for 
traffic at the beginning of the contract period on July 1, 1961, from the Dulles 
Airport terminal area to the intersection of the airport access road with Route 
7, approximately 1% miles north of Tyson’s Corner, Va. In addition, the East 
Peripheral Road connecting the Dulles terminal area with Route 50 will be 
open to traffic on July 1, 1961. 


E. Question: “At what intervals and during what hours will scheduled bus 
service be required at DIA?” 

The airport will function and will be manned for operational purposes around 
the clock on a 24-hour basis, 7 days per week. Other than providing adequate 
numbers of buses to meet change of shift demands, the Government foresees the 
frequency of service to be required as being only that normally provided by a 
comparable common carrier. 

F. Question: “In order to be responsive, must a proponent demonstrate past 
experience in the operation of all three types of service (taxicabs, limousines, 
and bus service)? Likewise, to be responsive, must a proponent demonstrate 
past experience in maintaining all three types of vehicle?” 

The Government recognizes few proponents, if any, can conclusively dem- 
onstrate such experience in total. To be responsive, a proponent must demon- 
strate his capability for undertaking the operation of the specialized service, 
and in the case of maintenance, the availability of resources necessary to 
accomplish maintenance upon all types of equipment that he proposes to utilize. 
To this end, proponents should clearly define the service that they are experi- 


enced in operating, separately, for limousine, taxicabs, and any other equip- 
ments involved in their proposal. 
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G. Question: “In order for a proponent to be responsive under the nonsched- 
uled invitation, must he demonstrate past experience in operating a ground 
transportation system specifically for airline passengers ?”’ 

No. To be responsive a proponent must demonstrate a clear understanding 
of the problems associated with the operation of a specialized system of trans- 
port, the operation of which is geared to a fluctuating passenger source, as is 
represented by aircraft arrival schedules and the effect thereon by such factors 
as inclement weather, holiday periods, etc. 

H. Question: “What space is made available to the current specialized sery- 
ice contractor at WNA, will such space be made available to a succeeding con- 
tractor and, if so, what will be the applicable rental rate?’ 

The current contractor is provided space as follows: 





j 
Type Location | Square Rate 








| feet 
Si rice: cei ch sctineeiséasiléinesé Terminal, 2d floor.........-- 691 | $2.20 per square foot per 
annum, 
SP, os 8 Terminal, Ist floor. ......._- 270 | $1.80 per square foot per 
annum, 
Bee I is acts nisin atcoticnraniiraliiel cena DO is nssamettiocbcmp hee bleeee 389 | $2.75 per square foot per 
annum, 
i ip urainiaduiied Terminal, 3d floor..........- 88 | $1.80 per square foot per 
annum, 
I gi he dc ctmetinmmdiel T-1501 and T-1502 (con- 4,000 | $100 per month. 
verted barracks). 
6. Vehicle servicing area (20 feet | Boiler house area_.....-....- 800 | $80 per year. 
by 40 feet). 





Proponents are advised that the foregoing is in no way a commitment on 
the part of the Government to lease any or all of the indicated space to the 
successful proponent, nor shall the foregoing rates be construed to represent 
the future rental rates. The Government will separately lease such space as 
is reasonably required by the successful proponent, to the extent the space 
desired can be made available for his purpose. Rental rates to be charged will 
be those rates established by the Government for other users of comparable 
space at the time of execution of the separate lease agreements. 

Proponents are further advised that the current garage facility at WNA 
(4,000 square feet) is a temporary structure barely adequate for the current 
contractor’s operations. Furthermore, no additional existing structures can 
be made available for this purpose in the near future. 

I. Question: “What space is to be made available to the successful special- 
ized service proponent at Dulles Airport and at what rental rates?” 

The Government has not progressed with its planning for this airport to the 
point that specific space may be identified for this purpose. The Government 
will lease such space as is reasonably required for operational purposes of the 
successful proponent. Space on the airport for construction of a maintenance 
facility and an office facility in conjunction therewith, if desired, can be made 
available to meet any reasonable requirement of a proponent. The rental rates 
to apply have, likewise, not been developed. When developed, however, such 
rates will be for uniform application to all users of comparable space on the 
airport. 

J. Question : “How many bus stop shelters will the successful proponent under 
the scheduled bus invitation, be required to erect?” 

The Government prefers to establish this number through mutual negotia- 
tions with the successful proponent for the following reasons: 

1. On-airport scheduled bus routes for Dulles will be subject to expansion 
throughout the contract terms, as additional areas of the airport are devel- 
oped. The number of shelters will depend entirely upon the progress of 
development of the industrial areas of the airport, the erection of hangars, 
ete., which are not included in the intial construction phase of the airport. 

2. The need for shelters upon Washington National Airport has not been 
fully resolved. Only upon a final determination of the bus routes to serve 
this airport can the need for shelters be factually evaluated. 

M. Question: ‘We would appreciate, regarding Dulles, knowing the expected 
that will be acceptable to the Government?” 

It is the intent of the Government to encourage insurance protection on the 
part of the proponent to the greatest degree possible, and for this reason prefers 
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not to establish the minimum coverages which will be satisfactery to the Gov- 
ernment. Proponents are advised that insurance coverages in amounts less 
than that which may be considered acceptable, will not be grounds for rejection 
of a proposal, but will be subject to adjustment during final negotiations with 
the Government to amounts satisfactory to the Government. 

L. Question: “How much equipment, by type, is currently operated by the 
present contractor at WNA?”’ 

Equipment possessed by the contractor for performance under his current 
contract is approximately as follows: 
Taxicabs____ 


= a I ha intial eee aiaieaeen etal 90 
I ga oN ee 


M. Question: “We would appreciate, regarding Dulles, knowing the expected 
potential growth by years in terms of passengers.” 

The number of passengers using Dulles International Airport is expected to 
increase steadily within the following range of estimates : 


| 


| Dulles passenger forecast 


| (in millions) 
Year ending June 30 | 


From— To— 
| 
1962. __- ca Pas das aseee cae : | 0.4 0.8 
1963... - aces 1.2 1.9 
1964 1.8 3.0 
1965. - 2.7 4.0 
MES Gh odes ate ta chkuless hn stleneteiicaDLadouseeeu eee 3.1 4.6 


N. Question: “In connection with scheduling of vehicles, we desire to know 
what the flight count, in terms of the number of arrivals and departures per day, 
by hours, is at Washington National Airport at the present time?” 

We do not maintain a record of flights, by hours, per day, at the Washington 
National Airport. However, a study was made in October 1959 of arrivals 
and departures by 2-hour intervals. These data are listed below for your in- 
formation. Similar information by hours may be obtained by checking the 
current schedules of the airlines operating at Washington National Airport. It 
should be kept in mind that the schedules vary from month to month and the 
data furnished are only for the month specified. 





| 

October 1959, 

Washington | 
National Airport 


ee meal, 2-hour intervals i a eile 


October 1959, 
Washington 


National Airport 
2-hour intervals 


Arrivals | Depar- Arrivals | Depar- 








tures | | tures 
OE a —_ penghieliniale’ psincidhiesiceiaeptntaithcnate tabi arising nisi ——s 
Midnight to 0200. .---. Reade 24 | 14 || 1400 to 1600......-...---..-..- 43 40 
ee eae 6 | s I on orien ete 50 56 
a Sia 5 | 6H 1900 to M00... 2s 42 40 
0600 to 0800........-...-.--- 15 | oF. See 46 | 36 
ees 1000... .............. i 29 | 20 ll 08 te MO... . nonce nec ccs. 22 | 15 
NEN 5 otic cccannuall 43 | 41 ————_—|—___—___ 
rere 32 37 | Wolinteise se fol 357 | 359 





Ill. EXTENSION OF DEADLINE FOR SUBMISSION OF PROPOSALS 


The deadline for submission of proposals in response to the referenced in- 
vitations has heretofore been set as 4 p.m., e.d.s.t., May 13, 1960. The Gov- 
ernment has carefully evaluated the effect upon proposal preparation of the 
information contained in this amendment, and has concluded that an extension 
of 14 calendar days, is both warranted and ample to permit prospective pro- 
ponents to reflect this information within their proposals. Accordingly, the 
deadline for submission of proposals is hereby extended until 4 p.m., e.d.s.t., May 
27, 1960. 


L. W. BurTON, 
Acting Director, Bureau of National Capital Airports. 


61868— 60——-7 
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This amendment is furnished in triplicate copy. One copy hereof, executed 
by the proponent in the space provided below, must be returned with the pro- 
ponent’s proposal, as acknowledgment of receipt of the information contained 
herein. 


res 8 Se eh te i eS Se 





Marcu 8, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committce on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR MAGNUSON: The Commissioners of the District of Columbia 
have for report S. 2560, 86th Congress, a bill to create the National Capital 
Airports Corporation, to provide for operation of the federally owned civil air- 
ports in the District of Columbia or its vicinity by the Corporation, and for 
other purposes. 

The Commissioners have no objection to the enactment of the bill. 

Time does not permit ascertainment of the views of the Bureau of the Budget 
as to relationship of this report to the program of the President. 

Yours very sincerely, 
RoBert BE. MCLAUGHLIN, 
President, Board of Commissioners, District of Columbia. 


CiviL AERONAUTICS BOARD, 
Washington, D.C., November 18, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DeaR Mr. CHAIRMAN: This is in reply to your letter of August 20, 1959, re- 
questing the Board’s comments on S. 2560, a bill to create the National Capital 
Airports Corporation, to provide for operation of the federally owned civil air- 
ports in the District of Columbia or its vicinity by the Corporation, and for other 
purposes. 

S. 2560 provides for the creation of an agency which would operate the Wash- 
ington National Airport and such other federally owned civil airports in the 
District of Columbia or its vicinity as may be transferred to the agency under 
the proposed act. The agency created would be subject to the direction of the 
Administrator of the Federal Aviation Agency. 

Inasmuch as the proposed legislation concerns the powers of the Administrator 
and not the Board, the Board has no comment with respect to the proposed 
bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 


Sincerely yours, 
JAMES R. DuRFEE, Chairman, 


U.S. Civin SERVICE COMMISSION, 
Washington, D.C., February 23, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DeaR SENATOR MaGnuson: This is in reply to your letter of August 20, 
1959, requesting comments on 8. 2560, a bill to create the National Capital Air- 
ports Corporation, to provide for operation of the federally owned civil airports 
in the District of Columbia or its vicinity by the Corporation, and for other 


purposes. 

S. 2560 would create a corporation to be known as the National Capital Air- 
ports Corporation to operate the Washington National Airport and such other 
federally owned civil airports in the District of Columbia or its vicinity as may 
be transferred to its operation. The Corporation would be subject to the direc- 
tion of the Administrator, Federal Aviation Agency. 
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The Civil Service Commission is not concerned with the basic purpose of this 
bill. Our comments are limited to certain personnel provisions. 

Section 6(9) of the bill authorizes the Corporation to appoint officers, attorneys, 
agents and employees in accordance with the civil service and classification laws. 
In addition it authorizes the Corporation to employ experts and consultants as 
authorized by the act of August 2, 1946, at rates not to exceed $100 per diem for 
individuals, and not to exceed 100 days within a calendar year in the case of any 
individual. 

The Commission regards these provisions of the bill as appropriate but wishes 
to call attention to an error in the citation to the act of August 2, 1946. The 
pill refers to section 14 and (60 Stat. 809) instead of to section 15 and (60 Stat. 
810), the section which actually provides for the procurement of services of 
experts and consultants. 

Section 8(a) vests management of the corporation in a General Manager who is 
to be appointed by the Administrator. Federal Aviation Agency, subject to the 
civil service laws. This General Manager may be paid a salary not to exceed 
$19,500. The Commission has no objection to this provision of the bill. 

Section 8(b) authorizes the Administrator, subject to the standards and pro- 
cedures of section 505 of the Classification Act of 1949, as amended, to place not 
to exceed 5 positions in grades 16, 17 and 18 of the General Schedule. The 
section specifies that such positions would be in addition “to (1) the number of 
positions authorized to be placed in such grades by said section 505, and (2) the 
number of positions authorized by section 302(j) of the Federal Aviation Act of 
1958 (72 Stat. 747)”. 

It is important to recognize that the effect of the bill is to create five additional 
spaces for positions in GS-16, GS-17 and GS-18. The Administrator is author- 
ized to place positions in these grades only subject ‘to the standards and pro- 
eedures of section 505 of the Classification Act of 1949, as amended, * * *.” 
This means that no position shall be placed in grade 16, 17, or 18 of the general 
schedule except by action of, or after approval by, a majority of the Civil Service 
Commissioners. 

The Commission has no objection to inclusion of this provision in the bill, but 
it must be clearly understood that the Commission will approve placement of 
positions in these grades only if warranted by their duties, responsibilities and 
qualification requirements. 

We note that, while by implication these additional positions are to be in the 
Corporation, it is not clear from the language of the bill that the Administrator 
may not establish them elsewhere in the federal Aviation Agency. 

Section 8(c) establishes an Advisory Board of the National Capital Airports 
Corporation to be composed of five members appointed by the Administrator 
without regard to the civil service laws. Members from private life are to re- 
ceive $50 per diem when engaged in the performance of duties vested in the 
Board. 

We believe that the Administrator should have discretion to pay members of a 
board of this nature a rate equivalent to the maximum rate authorized by the 
Classification Act. Accordingly, we suggest that the language of the bill be 
changed so as to read: “The members from private life shall each receive for 
his services a rate not in excess of the per diem equivalent of the maximum rate 
of grade 18 of the general schedule of the Classificatiton Act of 1949, as amended.” 
(The current per diem equivalent of GS-18 is $67.31.) 

Section 11 of the bill deals with the contributions that proposed Corporation 
would make to the civil service retirement and disability fund to cover the Gov- 
ernment’s share of retirement system costs applicable to its employees. For 
correct wording, the phrase “section 4(a) of the Federal Executive Pay Act of 
1956” appearing in lines 7 and 8, page 12, should read “section 4(a) of section 
401 of the Federal Executive Pay Act of 1956” or preferably “section 4(a) of the 
Civil Service Retirement Act’. In the ninth line, the words “(supp. V)” should 
be deleted. 

Section 4(a) of the Retirement Act requires each agency, from and after July 
1, 1957, to pay into the retirement fund sum equal to its employees’ retirement 
deductions (now 6% percent). The bill requires that the proposed Corporation 
pay, not only these regular matching employer contributions, but sufficient addi- 
tional sums based on Commission annual billings to cover the excess of the total 
normal cost rate of the retirement system over the employee and employer pay- 
ments. The Corporation would also be required to pay into the Treasury as mis- 
cellaneous receipts that portion of administrative retirement costs attributable 
to its emplorees, as determined by the Commission. 
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We concur in this feature which is in line with the President's recommenda- 
tions in his 1958 budget message on budget and account controls over Govern- 
ment corporations and parallels statutory requirements fixed for other entities 
operating on a self-sustaining basis. 

The Bureau of the Budget has advised us that there is no objection to the sub- 
mission of the report to your committee. 

By direction of the Commission: 

Sincerely yours, 
RoGerR W. JONES, Chairman. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, April 6, 1960. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, U.S. Senate. 


Dear Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of Defense on S. 2560, 86th Congress, a bill to create the National 
Capital Airports Corporation, to provide for operation of the federally owned 
civil airports in the District of Columbia or its vicinity by the Corporation, and 
for other purposes. The Secretary of Defense has delegated to this Department 
the responsibility for expressing the views of the Department of Defense. 

The general purpose of the proposed legislation is as stated in the title. Spe 
cifically it would transfer the operation of the Washington National Airport 
and the new Dulles International Airport, as well as any other civil airport 
that the Federal Government might acquire in the District of Columbia or its 
vicinity, to a Government corporation, which would be subject to the direction of 
the Administrator of the Federal Aviation Agency (sec. 2 of S. 2560). Since 
the Washington National Airport and other federally owned airports are now, 
and will continue to be, under the controls of the Federal Aviation Agency, the 
need to alter certain existing relationships between the Federal Aviation Agency 
and other Government agencies to the detriment of those other agencies, as 
discussed below, is not at once apparent. 

The Department of Defense is seriously disturbed by certain specific pro- 
visions in S. 2560 relating to the use by the military departments of facilities at 
the civil airports in question. Section 9(d) of S. 2560 provides in pertinent 
part that “the Corporation is authorized to charge any Government agency for 
facilities and services at the rates charged to the public.” The only exceptions 
to this requirement would appear to be those specified in sections 12 and 13 of 
the bill, which will be commented on below. Section 9(d) of the bill appears 
to assume that there will be an equivalent rate ‘‘charged to the public” for each 
and every facility which may be made available to another Government agency, 
and that the use of this rate with respect to Government agencies will be appro- 
priate and not unconscionable. In the first place, certain of the facilities which 
may be used by Government agencies at the airports in question may be unique, 
differing from any facilities made available to the public to a degree which 
makes the establishment of an equivalent rate impossible. Secondly, many 
of the facilities presently being used by the Department of Defense at Wash- 
ington National Airport were constructed with funds appropriated to the military 
departments for that purpose. Quite possibly some facilities built in the future 
at the airports in question will similarly be constructed with appropriated funds 
of a military department. To require the Department of Defense to pay a rental 
for the use of such facilities based on their inplace value would amount to 
requiring the Government to pay twice for the facility, and would, in effect, 
constitute a hidden subsidy to commercial users of the airports, paid from 
appropriations for the national defense. 

The Department of Defense believes that legislation establishing the National 
Capital Airports Corporation must include provisions enabling the Administrator 
of the Federal Aviation Agency to agree to reasonable rates for facilities or serv- 
ices made available to other agencies of the Government, based on the actual 
cost to the Corporation of providing such facilities or services, and without regard 
to the charge that may be made to the public for similar facilities and services. 
To this end the Department of Defense recommends the following revisions to 

S. 2560: 

Add to section 5: 

“The Corporation is accordingly authorized, except as provided in sections 
12 and 13, to charge any Government agency for space, facilities and services at 
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rates based on the actual cost to the Corporation of providing such space, facili- 
ties and services, but in no event greater than the rates charged to the public: 
Provided, That the Corporation and the using agency may agree that the agency 
shall pay to the Corporation, for the aggregate of the space, facilities and serv- 
ices to be provided during any fiscal year, a lump sum equal to the agreed 
estimated amount of the aggregate of the individual charges that would other- 
wise have been incurred by the agency.” 

Delete the second sentence of section 9(d) of S. 2560. 

Add to section 13 of S. 2560 the following provision : 

In addition, the Corperation will permit the use by any agency of the 
rovernment, without charge (except for light, heat, janitor service, and similar 
facilities and services furnished by the Corporation), of any facility which: 
(a) is as of the date of neactment of this Act, occupied by any Government 
agency without charge; or (b), is hereafter constructed with appropriated funds 
for the use of the Government. 

The Department of Defense recommends the addition to section 13 to insure 
that the Corporation will not twice burden the Federal Treasury by charging 
rental for facilities heretofore or hereafter constructed with funds specifically 
appropriated and earmarked for the direct benefit of Government agencies. 

The concept of a Government Corporation operated on a self-sustaining busi- 
ness enterprise basis requires that the Corporation charge for facilities and 
services made available to users at a rate which will compensate for the cost 
of the services and amortize the cost of the facilities. If the Corporation is 
allowed to amortize the cost of facilities built with appropriated funds for the 
exclusive use of Government agencies, the effect will be us if the Congress 
should decide to amortize the capital cost of the Pentagon by requiring the 
Department of Defense to pay, with appropriated funds, a rental to the General 
Services Administration so that the General Services Administration could 
eventually replace the Pentagon without seeking congressional authorization. 
If the Corporation is not allowed to amortize the cost of such facilities, i.e., 
accuiulate a capital surplus to replace the facilities, but nevertheless charges 
the Government a rental for them, the effect will be to give the Corporation a 
revenue unrelated to any incurred or anticipated cost. Such a revenue would 
enable the Corporation to provide services and facilities to non-Government 
users at less than cost: thus constituting a subsidy to such users. 

Section 12 of S. 2560 would permit the use by military aircraft of certain 
airport facilities without charge unless the use is “substantial”. The word 
“substantial” is not defined in the bill. The amount of use to be considered 
“substantial” and the charges to be made therefor are to be determined by 
agreement between the corporation and the agency involved. At present, mili- 
tary aircraft use such facilities at Washington National Airport and other 
federally owned airports, and at many airports not owned by the U.S. Govern- 
ment, without charge regardless of the extent of use. In addition, the U.S. 
Government takes the position that Government aircraft landing in other 
countries should not be charged landing fees. Enactment of legislation author- 
izing the Corporation to charge landing fees for U.S. Government aircraft, under 
any circumstances, could be construed as an open invitation to other airport 
operators, foreign and domestic, to charge landing or other use fees. This 
proposed action will, it is believed, undermine the U.S. international position 
with regard to the freedom of Government aircraft from fees. The objective of 
the proposed section 12 seems to be to protect the airports under the jurisdiction 
of the Corporation from a loss of revenue if military use becomes so extensive 
that civil aircraft must be turned away. This objective can be achieved in a 
different fashion without altering the U.S. position that landing fees should not 
be charged with respect to aircraft used in the service of the United States. 
It is, therefore, suggested that section 12 be revised to read as follows: 

“Sec. 12. All the facilities of any airport under the jurisdiction of the Corpo- 
ration which are analogous to the facilities developed with Federal aid, pur- 
suant to the Federal Airport Act (60 Stat. 170; 49 U.S.C. 1101), by comparable 
public airports in the State in which that airport is located (or in a State 
adjacent to the District of Columbia as the case may be), and all those facilities 
usable for the landing and takeoff of aircraft, including aids to navigation, will 
at all times be available without charge to the United States for use, in common 
with other aircraft, by aircraft used or operated by or for the Department of 
Defense: Provided, That the Administrator may curtail or limit the use of the 
facilities of the Corporation by aircraft of the Department of Defense if such 








9S NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 


use, in his judgment, unreasonably impairs or interferes with the use of those 
facilities by civil aircraft.” 

Unless the offensive provisions noted above are appropriately revised, the De- 
partment of Defense would object to the enactment of S. 2560. 

Enactment of S. 2560 without the foregoing changes would impose on the De- 
partment of Defense a requirement for the payment of rentals for some 50 build- 
ings at Washington National Airport which are currently occupied by the 
Department of Air Force and which were constructed with appropriated funds. 
In addition, by reason of section 12 of the bill payment of landing fees at domes- 
tic and foreign airports might become necessary. The exact requirement for 
appropriated funds to meet these obligations could not be determined until the 
rates in question were established. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report but that it would oppose the recommenced addition to section 
13. Specifically, the Bureau of the Budget has said: 

“While we have no objection to the proposed amendments to sections 5, 9(d), 
and 12 of the bill, the proposed amendment to section 13 would conflict with the 
stated objective of operating the federally owned civil airports in the District 
of Columbia or its vicinity ‘on a self-sustaining business enterprise basis.’ 
Under the provisions of the bill, the Corporation would be required, except as 
provided in section 9(b) (1), to pay interest on the capital of the National Capi- 
tal airports fund. The capital of the fund would include the value of any 
facilities transferred to the Corporation from the military departments. As a 
business enterprise, the Corporation would be expected to earn sufficient revenues 
to cover all costs of operating and painting such facilities, including interest 
and depreciation. The fact that such facilities may have been acquired origi- 
nally with funds appropriated to the military departments or some other Govern- 
ment agency is immaterial and would in no way reduce the Corporation’s 
financial obligations.” 

Sincerely yours, 
(Signed) P. B. Tay or, 
Assistant Secretary of the Air Force. 


THE GENERAL COUNCIL OF COMMERCE, 
Washington, D.C., September 21, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D. C. 


DeaR Mr. CHAIRMAN: This letter is in reply to your request of August 20, 
1959, for the views of this Department with respect to S. 2560, a bill to create 
the National Capital Airports Corporation, to provide for operation of the fed- 
erally owned civil airports in the District of Columbia or its vicinity by the Cor- 
poration, and for other purposes. 

This bill appears to be concerned primarily with matters within the purview 
of the Federal Aviation Agency. 

Consideration of the bill as it might affect the functions of this Department, 
indicates that our interest is too remote to justify offering comments with respect 
thereto. 

Sincerely yours, 
Rosert J. Dopps, Jr., General Counsel. 





U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., March 14, 1960 

Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR MAGNUSON: Your committee has requested a report on S. 2560, 
a bill to create the National Capital Airports Corporation, to provide for oper- 
ation of the federally owned civil airports in the District of Columbia or its 
vicinity by the Corporation, and for other purposes. 
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This Department interposes no objection to the enactment of the bill. 

The proposed legislation would create the National Capital Airports Cor- 
poration to operate the Washington National Airport and such other federally 
owned civil airports in the District of Columbia or its vicinity as may be trans- 
ferred to the Corporation under the provisions of this act. The direct interest 
of this Department results from section 18(¢c), which provides that the U.S. 
Park Police may, at the request of the Manager of the National Capital Airports 
Corporation, be assigned by the Director of the National Park Service ‘* * * to 
patrol any area of the airports, and any member of the U.S. Park Police so 
assigned are authorized and empowered to make arrests within the jurisdiction 
of the corporation for the same offenses, and in the same manner and circum- 
stances as are provided in this section.” 

Section 18(c) would extend to all the airports of the Corporation the author- 
ity now existing with respect to the Washington National Airport by virtue 
of the act of September 7, 1950 (64 Stat. 772: District of Columbia Code, sec. 
7-1408(c)). The immediate effect in the event of enactment of S. 2560, would 
be to extend this authority to Dulles International Airport. 

Most of the services requested of the U.S. Park Police under existing law 
have related to arrivals and departures of the President of the United States 
and visiting chiefs of state. With the completion of Dulles International Air- 
port and its use by jet planes, it is likely that the need for services of this type 
will be largely transferred to the new airport. 

As a perfecting amendment, we recommend the following changes: 

1. Strike from page 17, lines 20, 21, and 22, the words “Director of the 
National Park Service in his discretion, subject to the supervision and direc- 
tion of the”. 


2. On page 17, line 22, insert after the comma, the words “in his discretion,”. 
The Bureau of the 


sudget has advised that there is no objection to the sub- 
mission of this report to your committee. 


Sincerely yours, 


RoGeR ERNST, 
Assistant Secretary of the Interior. 


U.S. DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, September 29, 1959. 
Hon. WARREN G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MAaGNuson: This is in further response to your request for this 
Department’s views on S. 2560, a bill to create the National Capital Airports 
Corporation, to provide for operation of the federally owned civil airports in the 
District of Columbia or its vicinity by the Corporation, and for other purposes. 

Section 11 of this bill contains the only provisions Which are within the cog- 
nizance of this Department. This section would require the Corporation to repay 
to the employees’ compensation fund the full cost of benefits and other pay- 
ments from that fund on account of the injury or death of employees of the 
Corporation. Such employees would be within the purview of the Federal Em- 
ployees Compensation Act. The Corporation would also be required to pay into 
the Treasury as miscellaneous receipts the amount determined by the Secretary 
as the cost of administration of compensation benefits to its employees. 

This requirement is similar to provisions included in legislation creating cer- 
tain other Federal corporations and is in line with the views of this Department 
that all Government agencies should be required to repay the cost of benefits 
paid on account of the injury or death of their employees. 

This Department has no other comments, and does not have any objections to 
the enactment of S. 2560. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
JAMES T. O’CONNELL, 
Under Secretary of Labor. 
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OFFICE OF THE SECRETARY OF THE TREASURY, 
Washington, October 16, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on 8S. 2560, to create the National Capital Airports Corpora- 
tion, to provide for operation of the federally owned civil airports in the District 
of Columbia or its vicinity by the Corporation, and for other purposes. 

The proposed legislation would create a National Capital Airports Corpora- 
tion which would operate the Washington National Airport and other airports 
in the District of Columbia and its vicinity that may be transferred to the 
Corporation. 

The Bureau of Customs of the Treasury Department now occupies, at all air- 
ports handling international traffic, free of charge facilities required by that 
Bureau to carry out its functions directly related to air passengers and air cargo. 
These free facilities include not only free space but free light, heat, and cus- 
todial services at both Federal and non-Federal airports. In that connection, 
section 9(d) of the bill would authorize, but not require, the Corporation to 
charge Government agencies for facilities at rates charged to the public. We 
understand that under this section the Corporation will continue to furnish free 
facilities and services for customs purposes as it has in the past. In view 
of this understanding, the Department would have no objection to the enactment 
of the proposed legislation. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
JULIAN B. BAtrp, 
Acting Secretary of the Treasury. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, September 10, 1959. 

Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce. U.S. Senate. 

DEAR Mr. CHAIRMAN: Your letter of August 20, 1959, acknowledged August 21, 
1959, requested our comments on 8. 2560, to create the National Capital Airports 
Yorporation, to provide for operation of the federally owned civil airports in the 
District of Columbia or its vicinity by the Corporation, and for other purposes, 

The proposed legislation would create a wholly owned Government corpora- 
tion within the Federal Aviation Agency to operate the Washington National 
Airport, the Dulles International Airport now under construction at Chantilly, 
Va., and any other civil airports which the Federal Government may hereafter 
acquire in the District of Columbia or its vicinity. The Corporation would be 
vested with the powers and responsibilities usual to Government corporations, 
including permanent authority to finance its operations with receipts generated 
by airport activities. At present, the Washington National Airport, which is 
the only federally owned civil airport now operating in the vicinity of the Dis- 
trict of Columbia, is a regularly established Government organizational unit 
of the Federal Aviation Agency with financing provided by Congress through 
regular budgetary and appropriation processes. Receipts of the airport, after 
certain adjustments, are deposited in the Treasury as miscellaneous receipts. 

The legislation, with certain revisions, embedies the provisions of a draft 
bill proposed for submission to the Congress by the Administrator, Federal 
Aviation Agency, on which we furnished comments to the Director, Bureau of 
the Budget, by letter dated August 28, 1959. In this letter, we advised the 
Director that we are unable to support the incorporation of the local airports. 

In formulating our comments to the Budget Director, we considered the rea- 
sons advanced by the Administrator, Federal Aviation Agency, in his original 
letter proposing to transmit the draft bill to the Congress, as amplified by 
information obtained through discussions with agency officials and represent- 
atives of the Bureau of the Budget. These same data are set out in further 
detail in the revised letter of the Administrator, Federal Aviation Agency, 
which actually transmitted the draft bill to the Congress (Congressional Record, 
Aug. 18, 1959, p. 14753). Our analysis of S. 2560 has included consideration 
of the factors on which we based our letter to the Director, Bureau of the Budget, 
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and the additional information disclosed in the Administrator’s final trans- 
mittal letter. 

In analyzing the reasons advanced for incorporating the airports, we have 
applied the standard that the public interest is best served when congressional 
control of activities is exercised through the annual reviews and affirmative 
action on planned programs and financing requirements which attend the 
appropriation processes, and the application of statutes and regulations which 
usually govern the operations of Government agencies. 

In our opinion, departures from this standard should be permitted only on a 
clear showing that an activity cannot be successfully operated in the public 
interest within this framework. Any contemplated change which may diminish 
this congressional control should be carefully considered as to its need. All 
practical means available within the regular structure should be fully explored. 
In the absence of special circumstances, changes in organization structure, 
authority, and financing methods, with the resulting lessening of congressional 
control, such as are contemplated by S. 2560, should be made only if their 
demonstrable merits in terms of more efficient operation of the activity clearly 
outweigh the disadvantages of reduced congressional control. We do not 
believe that such a showing has been made with respect to the local airports. 

We understand the reasons advanced for incorporating the airports to be 
substantially as stated below. 
immediately after each point. 

1. The business-type accounting and budgeting methods applicable to Gov- 
ernment corporations would make it much easier for the Federal Aviation 
Agency, the executive branch, and the Congress to evaluate the effectiveness 
of the business management of the airports. 

The claim that incorporation, or for that matter, any change in financing 
methods, is necessary to achieve improved budgeting, accounting, and reporting 
is not consistent with the current concepts which underlie continuing efforts to 
bring about improvements in financial management in the Federal Government. 
These concepts are set forth in Bureau of the Budget Bulletin No. 57-5, Im- 
provement of Financial Management in the Federal Government, in which we 
concurred in basic principle. Neither is such a contention consonant with the 
accounting principles, standards, and related requirements which we have pre- 
scribed under authority of the Budget and Accounting Procedures Act of 1950, 
and in which the Director of the Bureau of the Budget and the Secretary of 
the Treasury concurred. As has been frequently pointed out, budgeting, ac- 
eounting, and reporting may be devised to suit the individual and particular 
needs of any activity under any method of financing. Therefore, we do not 
believe that the claimed need for improvement in these areas is a valid reason for 
incorporating the airports. 

2. The Corporation would be permitted to use its recepits to defray expenses. 
This would permit the airports to keep abreast of the unpredictable fluctuations 
in the demand for the services they supply. Under present restrictions, dis- 
bursements, and therefore services to the public, are limited by appropriations 
based on estimates made a considerable time previously. 

Agency officials and representatives of the Bureau of the Budget have ex- 
plained that certain capital expenditures cannot be predicted early enough to 
fit within the time limits of the budget cycle for the current or ensuing years. 
The need to extend runways for new types of aircraft in accordance with 
current safety and engineering criteria was cited as an example. Supplemental 
appropriations are difficult to get because broader standards, such as control of 
gross disbursements for the current year, may prevail. Appropriations for the 
following year would be late. Since costs for plans and specifications cannot 
be incurred prior to appropriation action, even the solicitation of bids must be 
delayed. In contrast, it was suggested that if the Congress authorized a cor- 
poration, the action for new runways could be initiated as management decisions 
are made. The revenues to finance the costs would be obtained through in- 
creases in rates; present resources would be used for immediate cash needs. 

The Administrator’s revised transmittal letter to the Congress emphasized 
that the inability of normal budget processes to respond to unforeseen demands 
has resulted in inadequacies which for prolonged periods of time have constituted 
serious hazards to safety and have interfered with efficient operations at the 
Washington National Airport. Under the corporate structure, the revenue of 
the airports could be utilized in the prompt correction of most inadequacies in 
airport services and facilities. 


Our comments on these several reasons are given 
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Although many capital improvements can and should be anticipated within 
the regular budget cycle, we do recognize that the airports, as well as many 
other Government activities, may be faced with some demands on their resources 
which they were unable to predict. However, we do not believe that this fact 
of itself is sufficient to justify the need for freedom from congressional scrutiny 
of proposed capital expenditures. 

The types of unpredictable demands, the ability of the agency to fit them into 
its available financing through program changes, and the relative urgency of 
the need should first be evaluated. In this connection, we agree that some 
flexibility may be needed where it can be demonstrated that an activity by its 
very nature must be so immediately responsive to economic or other changes 
that any delay in taking necessary action would defeat the primary purpose for 
which the activity was created. However, even in such situations, it does not 
necessarily follow that incorporation or revolving fund financing would supply 
sole solution. 

Financing mechanisms are available to conventional agencies which can pro- 
vide essential flexibility in financing while at the same time retaining an ap- 
propriate and desirable degree of congressional control. One such alternative 
is for the Congress to authorize an appropriation in a stated amount for a perma- 
nently available separate emergency fund. Such a fund would be replenished 
in the amounts disbursed therefrom by annual appropriations based upon an 
accounting by the agency to be included and justified in the annual budget request. 
Variations of this method are used by the power marketing agencies of the 
Department of the Interior, and adaptations undoubtedly can be developed to 
meet the particular needs of the airports. 

With specific reference to the prolonged existence of hazards to safety at the 
Washington National Airport, which the Administrator in his transmittal letter 
attributes to the inadequacy of regular budgetary processes, attention is invited 
to the Senate hearings on the Independent Offices Appropriation Act, 1960, page 
428. These hearings contain an extensive discussion of existing matters of 
particular urgency. In response to inquiries as to the action taken to correct 
these existing deficiencies, the Administrator stated that a request for necessary 
funds had been presented to the Bureau of the Budget. We understand that this 
request has not yet been forwarded by the Bureau for consideration of the 
Congress. 

To the extent that existing conditions can be recognized or foreseen as hazards 
to safety, we think they are matters which lend themselves to projection within 
the regular budget cycle. We believe this view is substantiated by the action 
taken by the Agency as reported in the cited hearings. However, even where 
safety hazards are not recognizable or are unpredictable, incorporation is not 
necessary for their correction. A remedy may be provided through the use of 
an emergency fund, such as we suggest above, if not through the supplemental 
appropriation process. In any event, we believe that airport management has 
the responsibility to see to it that safety hazards are removed without delay. 
If necessary for this purpose, items of less significance may be eliminated from 
the airports’ construction program. 

3. The greater flexibility in contracting methods permitted Government cor- 
porations would allow the airports to make business arrangements on a more 
equal basis with the other business entities with which they habitually deal. 
The need of a corporation to live within its revenues provides a major incentive 
to effective and economical management. 

Agency representatives have explained that the present airport agency en- 
counters resistance from the airlines and concessionaries in setting or adjust- 
ing fees and rates and in determining the types and amounts of services and 
facilities to be provided. This difficulty stems from the unwillingness of the 
airlines and the concessionaries to pay increased prices when they know that 
airport revenues are not available to the airports and thus are not directly re 
lated to the facilities which the airports provide. The argument was advanced 
that the incorporation of the airports would carry with it a recognition by the 
airlines and concessionaries, which either are corporations themselves or used 
to dealing with corporations, that the airports must live within their revenues. 
This realization would, in turn, force acceptance of the fact that fees and rates 
must of necessity be sufficient to cover the costs of the facilities provided. 

A Federal activity does not require corporate status in order to permit it to 
deal effectively with private business organizations. Many Federal agencies 
which are not incorporated deal regularly with private business organizations 


and 
lack 
hh 
ser\ 
tor 
and 
Wit 
sect 
the 
autl 
Sep 
reve 
W 
regu 
exal 
290 
to t 
wit 
rece 
in t 
Bud 
serv 
or u 
soul 
shot 
W 
deal 
fees 
or t 
legis 
pora 
and 
for | 
the 
year 
fees 
that 
Tl 
is a 
stan 
auth 
year 
unde 
ferrs 
spec 
unde 
Serv 
istra 
1959 
and 
gran 


- == 


wee Se eee 


Le 


iS 


NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 103 


and we have no information that they are hampered in such dealings by their 
lack of corporate status. 

In the specific area of fees and rates, many agencies of Government supply 
services and supplies to the public and only a minority of these are authorized 
to retain all the collections so realized. Presumably the buyers need the services 
and supplies furnished, and recognize that they must meet the seller’s terms. 
With specific reference to the airports, the Administrator has authority under 
section 3 of the act of June 29, 1940, 54 Stat. 688, to determine and fix rates for 
the use of services and facilities at the Washington National Airport. Similar 
authority with respect to Dulles International Airport is granted by the act of 
September 7, 1950, 64 Stat. 770. The authority of the airports to use their 
revenues should not, in our opinion, be a factor in setting the level of rates. 

While standards for rates are not set by the cited acts, there are other legal, 
regulatory, and congressional policy expressions available for guidance. For 
example, title V of the Independent Offices Appropriation Act, 1952, 65 Stat. 
290 (5 U.S.C. 140) states it to be the intention of the Congress that services 
to the public shall be self-sustaining to the full extent possible, and this not- 
withstanding the additional provision in the act that, unless otherwise provided, 
receipts realized from the furnishing of services and supplies shall be deposited 
in the Treasury as miscellaneous receipts. Another example is Bureau of the 
Budget Bulletin No. 58-3 which states that full costs should be recovered for 
services furnished and that fair market value should be realized from the sale 
or use of federally owned resources or property. The bulletin recommends that 
sound business management principles and comparable commercial practices 
should be followed so far as practicable and feasible. 

We believe that the Administrator now has ample guidance and authority to 
deal effectively with the airlines and concessionaries in setting and adjusting 
fees and rates. In any event, the level of charges to be made by the airports 
or the congressional policy with respect thereto can be established by a specific 
legislative requirement without need for incorporation. A number of unincor- 
porated activities are required by law to establish rates and practices for goods 
and services furnished sufficient to recover costs, and in some cases an amount 
for repayment with interest on the Government's investment. In our report to 
the Congress on the audit of the Washington National Airport for the fiscal 
years 1956-58, we discussed the need for a long-range official policy governing 
fees and charges for airport facilities and services (pp. 8-13) and recommended 
that the Federal Aviation Agency establish such a policy. 

There are other aspects to the greater flexibility in contracting methods which 
is attributed to the corporate structure. These relate to exemptions from 
standard requirements of law pertaining to Government contracts, such as the 
authority to make contracts or other commitments without reference to fiscal 
year limitations and to negotiate contracts without advertising. The Congress 
under the cited acts of June 29, 1940, and September 7, 1950, already has con- 
ferred broad contracting authority on the Administrator, particularly with re- 
spect to the leasing of facilities and arrangements with concessionaries. Also, 
under authority of section 302(c) of the Federal Property and Administrative 
Services Act of 1949, as amended (41 U.S.C. 252), the General Services Admin- 
istration has delegated to the Administrator (GSA Delegation No. 361, Jan. 27, 
1959), authority to negotiate without advertising certain contracts for supplies 
and services in connection with airport activities other than administrative pro- 
grams conducted by the Federal Aviation Agency. We are not aware of any 
reasons for greater leeway. If additional freedom is necessary it may be granted 
by the Congress even if the airports are not incorporated. 

The argument advanced by the Federal Aviation Agency representatives that 
the need for the proposed Corporation to live within its revenues provides a 
major incentive to effective and economical management seems to us to lack 
validity. We are not aware of any general statutory requirement that corpora- 
tions must live within their revenues, and even if it existed, the proposed airports 
Corporation apparently would not be bound by such a restriction since section 
9(e) of S. 2560 would authorize appropriations of such amounts as may be re- 
quired to carry out the purposes of the bill. In any event, we are of the opinion 
that management officials of all Government agencies should, in carrying out 
their assigned responsibilities, endeavor to conduct their operations in an efficient 
and economical manner irrespective of whether receipts are generated by their 
operations or whether the receipts are available for use. 
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We understand that other reasons advanced for incorporating the airports 
are: 

4. The airports lack the means to fully develop potential sources of revenue 
common to airport operations and which are available to other airports. In- 
corporation would supply the authority and financing necessary for this purpose. 

We were informed that the Dulles International Airport may be unable to 
operate on an equal basis with non-Federal airports, such as Friendship Inter- 
national Airport. For example, there may be a need for additional fuel facilities 
at Dulles for jet aircraft which otherwise are going and will go to Friendship. 
Airport management cannot construct these facilities (or even make surveys, 
ete.) until an appropriation is made. Agency representatives pointed out that 
a corporation, such as private airports operated by the New York Port Authority, 
for example, could make this decision and recover the costs through the addi- 
tional airport business as well as through fuel sales. 

We believe that decisions on the scope and type of activities to be undertaken 
and expenditures to be made by any agency of the Federal Government, includ- 
ing the airports, should be subject to the review and approval of the Congress 
and that authority to decide such matters should not be vested so completely 
in agency management. The extent to which agencies are expected to de- 
velop potential sources of revenue and to operate competitively with non-Federal 
organizations are related matters which the Congress should have the opportunity 
to consider as appropriate and determine in relation to the public interest. 

5. The centralized control of policies and future development under a corpo- 
rate structure can eliminate from the operation of the two Washington airports 
unjustified competition, duplication of facilities, and excessive staffing. As a 
result, service to the air traveler would be improved, costs to the Government 
would be reduced substantially, and return to the Treasury of the Government’s 
investment in the airports would be materially facilitated. 

As we pointed out above, the extent to which the airports should be authorized 
to compete with non-Federal airports in the vicinity is a decision to be made 
by the Congress. However, control of policies and future development can be 
centralized and competition between the Federal airports in the vicinity of the 
District of Columbia, duplication of facilities, and excessive staffing eliminated 
with equal facility in unincorporated and incorporated activities. These are 
management responsibilities under any organizational structure or financing 
method. 

6. The Administrator’s transmittal letter states that “a commercial airport 
operation is precisely the kind of predominantly business type activity for which 
the Congress has made provision by enacting the Government Corporation Control 
Act of 1945.” 

This statement seems to suggest that recognition by the Congress of the corpo- 
rate structure as an acceptable means of conducting certain Government activities 
may be regarded as a declaration of congressional intention that the corporate 
structure for certain types of activities is to be preferred over the conventional 
organizational and financing structure. We believe that this concept is not com- 
patible with the Government Corporation Control Act and related circumstances. 
Instead, the basic intention of the Congress in enacting the act was to give it 
the means to exercise control over, and otherwise restrict, incorporated activities 
rather than to create new corporations. 

This view is supported by section 304 of the Government Corporation Control 
Act (31 U.S.C. 869) which abolished all then existing corporations unless they 
were rechartered by the Congress before June 30, 1948. Only a few new corpora- 
tions have been chartered since enactment of the act, and the total number of 
such organizations which now are operating as going concerns represents a 
drastic reduction from the number in existence when the act was enacted. More- 
over, a number of activities which have characteristics similar to those corpora- 
tions approved under the act are now operating as conventional organizations 
with financing provided through regular budgetary and appropriation processes. 

Our analysis of the reasons advanced for the incorporation of the local air- 
ports leads us to conclude that the proposed change is neither necessary nor de- 
sirable. We therefore are unable to recommend favorable consideration of 
S. 2560. 

Should your committee, after considering all of the above comments, conclude 
that incorporation of the airports would better serve the public interest than the 
present organization and financing methods, we suggest the need for revising 
certain of the specific provisions of S. 2560. These suggestions are attached. 


Wi 
will 
any : 
lette 
Wea 


GAO 


See 
poset 
self-s 
polic: 
at th 
and \ 

Sec 
dispo 
or re 
requi 
provi 

Sec 
of its 
need 
those 
as we 

Sir 
with 
disti1 
could 
tures 

Th 
also t 
unres 

Sec 
to en! 
20 (¢ 
contr 
Corp 

Alt 
effect 
neces 
withe 
costs 
GAO 
1956- 

Sec 
on th 
consit 
prope 
value: 
on lin 

Sec 
that | 
the T 
that « 
partic 

“om 
annus 
its co 
Treas 

Sec 
the C. 
would 


NATIONAL CAPITAL AIRPORTS CORPORATION ACT OF 1959 105 


We trust that the above comments and our suggestions for revising S. 2560 
will be helpful to your committee in considering this legislation. In the event 
any additional information should come to our attention as a result of our recent 
letter to the Director, Bureau of the Budget, we shall so advise your committee. 
We are of course available to furnish any other assistance which you may desire. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


GAO SUGGESTIONS FOR REVISING 8S. 2560, 86TH CONGRESS, 1ST SESSION, PROPOSING 
To CREATE THE NATIONAL CAPITAL AIRPORTS CORPORATION 


Section 5.—This section would establish the congressional policy that the pro- 
posed corporation will operate any airport transferred to it by the bill on a 
self-sustaining business enterprise basis. In order to more clearly state this 
policy, “self-sustaining” should be defined. This can be accomplished by adding 
at the end of the section the phrase “consistent with sound commercial practice 
and with due regard to all costs and interests on the Government’s investment.” 

Section 6(5).—This section apparently would authorize the Administrator to 
dispose of significant portions of airport property, even to the extent of selling 
or relocating an entire airport. Major dispositions of this character should 
require prior congressional approval and the section should be amended to so 
provide. 

Section 6(6).—This section would authorize the Corporation, within the limits 
of its available financing, to make expenditures for capital improvements without 
need for specific approval by the Congress. Such expenditures would include 
those for construction of improvements, additions, betterments, and replacements, 
as well as major alterations and repairs. 

Since major capital expenditures should not be undertaken by an agency 
without prior approval by the Congress, the bill should establish criteria for 
distinguishing between major and minor capital expenditures. These criteria 
could include provision for a specified dollar ceiling under which capital expendi- 
tures can be made without prior congressional approval. 

The bill should make it clear that the recommended requirement is applicable 
also to the expenditures authorized by sections 9(d) and 10 which grant similar 
unrestricted authority to the Corporation. 

Section 6(8).—This section would grant broad authority to the Corporation 
to enter into contracts. This provision, together with the provisions of sections 
20 (c) and (d) which repeal certain statutory time limitations on the existing 
contracting authority of the airports, would have the effect of authorizing the 
Corporation to enter into contracts and other agreements without time limitation. 

Although the airport management should have latitude in contracting to permit 
effective operations, there should be imposed such general restrictions as are 
necessary to avoid situations where the airports enter into long-term contracts 
without adequate provision for protecting the Government against the rising 
costs of airport operations. Such an instance is discussed at page 14 of the 


GAO report to the Congress on the audit of the Washington National Airport, 
1956-58. 


Section 9(a)(4).—As stated on page 29 of the cited report to the Congress 


on the audit of the Washington National Airport, the Administrator should 
consider the advisability of arranging for a survey and appraisal of existing 
properties with a view to establishing the reasonableness of the recorded property 
values. The bill should so provide by the insertion after the word “Budget” 
on line 8, page 9, of the words “after detailed survey and appraisal.” 

Section 9(b) (2) and (3).—These sections should be revised to make it clear 
that interest paid by the proposed corporation will be sufficient to reimburse 
the Treasury for interest paid on its marketable securities. Language similar to 
that contained in 48 U.S.C. 1407f(b) relating to the Virgin Islands Corporation, 
particularly the portion quoted below, would accomplish this purpose: 

“ * * * The Secretary of the Treasury shall determine the interest rate 
annually in advance, such rate to be calculated to reimburse the Treasury for 
its cost, taking into consideration the current average interest rate which the 
Treasury pays upon its marketable securities.” 

Section 9(c).—In addition to its initial capital, financing will be available to 
the Corporation from other sources such as advances from appropriations which 
would be indefinitely available for this purpose, reductions of inventories, net 
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profits, and recoveries of depreciation and other noncash costs. This section 
provides only for reductions of excess financing realized through advances to 
the Corporation from an appropriation and of the balance in the appropriation 
itself. Excess financing can be generated through other sources, such as those 
mentioned above. No provision is made for draining off excesses from these 
sources. 

The bill should be revised to require specifically that the Administrator shal] 
review periodically—at least every 2 or 3 years—and in detail the financial 
needs of the Corporation in relation to all sources of financing available to it, 
including the unadvanced balance of the appropriation, and based on such 
reviews, to report to the Congress whether the existing and available financing is 
in excess of need. It should also require the Administrator, with the approval 
of the Bureau of the Budget, to establish criteria for use in determining amounts 
of excess financing. The bill also should be revised to require that excesses so 
determined shall be returned to the Treasury. 




















